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PREFACE 


By Senator J. W. Fulbright, Chairman, 
Committee on Foreign Relations 


In January of 1958 the Committee on Foreign Relations decided to 
undertake a review of conditions and trends in the world and of the 
policies and programs of the United States with respect thereto. That 
review grew, in part at least, out of the concern of the committee over 
the impact which Soviet scientific achievements might have upon our 
relations with the rest of the world. 

From time to time throughout the spring of 1958, the committee 
held public hearings on U.S. policies respecting the Far East, the Near 
East, south Asia, Africa, Europe, Latin America, and Canada. Those 
hearings were limited in nature and served primarily to focus atten- 
tion on the principal policies and problems of the United States in 
its relations with the rest of the world. For the most part, the hear- 
ings were limited to receiving testimony from the principal officers 
of the Department of State concerned with various geographic parts 
of the world. The committee also sought the testimony of selected 
nongovernmental witnesses with special Wnicwled ge of the areas under 
examination. 

The hearings during the spring of 1958, the focus given to our 
relations with Latin America as a result of Vice President Nixon’s 
visit there, and, lastly, the then critical situation in the Middle East, 
all contributed to the committee’s belief that the time had come for an 
exploration in depth of U.S. foreign policies throughout the world. 

As a consequence of these factors, the Committee on Foreign Rela- 
tions, in an executive session on May 20, 1958, authorized its Sub- 
committee on American Republics Affairs to undertake a study of 
United States-Latin American relations. At the same time, the com- 
mittee established a special subcommittee consisting of Senators 
Green, Fulbright, Wiley, and Hickenlooper, and directed it to explore 
the feasibility and desirability of a broad study of U.S. foreign policy 
throughout the world. 

Subsequently, this subcommittee reported to the full Committee 
on Foreign Relations that it was feasible and desirable that the com- 
mittee undertake such a study of foreign policy. It was felt a study 
of this nature might serve to develop fresh ideas and approaches to 
the foreign policy of the Nation and lead to a better national under- 
standing of international problems and to more efficient and effective 
administrative of our international operations. 

On July 15, 1958, the Committee on Foreign Relations voted to 
report to the Senate @ resolution authorizing the study. The Senate 
adopted this resolution (S. Res. 336, 85th Cong., 2d sess.) on July 31, 
1958. The resolution authorized the Committee on Foreign Relations 
to “make a full and complete study of U.S. foreign policy.” Without 
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limiting the scope of the study authorized, the committee was in- 
acauel to direct its attention to the following subjects : 

1. The concepts which govern the relations of the United States 
with the principal nations and geographic areas of the world, 
and the policies by which these concepts are pursued ; 

2. The present state of the relations of the United States with 
the principal nations and geographic areas of the world; 

3. The administration and coordination of policies and pro- 
grams by the Department of State and such other departments 
and agencies of the executive branch which engage in substantial 
activities abroad ; and 

4, The relationship of other policies and activities of the Gov- 
ernment and private activity which exert a significant influence 
on the relations of the United States with the rest of the world. 

In the conduct of its study, the committee was authorized to “use 
the experience, knowledge, and advice of private organizations, 
schools, institutions, and individuals * * *” and to “enter into con- 
tracts for this purpose.” It was directed to complete its study by 
June 1960, and not to exceed $300,000 was made available to meet the 
expenses of the committee. The committee was authorized to con- 
tinue this study by the terms of Senate Resolution 31 (86th Cong., 
1st sess. ). 

Shorty after Senate Resolution 336 was adopted by the Senate, 
Senator Green, then chairman of the Committee on Foreign Rela- 
tions, designated me to serve as chairman of an executive committee, 
consisting of Senators Sparkman, Hickenlooper, and Aiken, which 


was given the responsibility for directing and coordinating the study. 

On September 16 and 17, 1958, the executive committee discussed 

with a group of distinguished private citizens the general problems 
an 


involve the most advantageous approaches to them. Taking 
part in these discussions, besides the members of the executive com- 
mittee, were Robert Bowie of Harvard University, former Ambassa- 
dor William G. Bullitt, Robert Calkins of the Brookings Institution, 
John Cowles of the Minneapolis Star & Tribune, William Diebold of 
the Council on Foreign Relations, Henry Luce of Time-Life, Inc., 
Walter Millis of the Fund for the Republic, and Dean Rusk of the 
Rockefeller Foundation. 

Following these meetings the executive committee developed its 
plans and announced on October 15 that it was prepared to invite 
private research organizations and institutions to submit proposals 
on a series of 15 studies which the committee expected to have under- 
taken in connection with its examination of foreign policy. Asa re- 
sult of this announcement, the committee received over 50 proposals 
from organizations and institutions interested in undertaking one or 
more of these studies. 

On January 5, 1959, the executive committee met again to consider 
the proposals which had been received and decided which organiza- 
tions and institutions should be asked to undertake studies for the 
committee. Set forth below are the titles of the studies being under- 
taken and the names of the organizations and institutions responsible 
for these studies. 
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STUDIES 


The Nature of Foreign Policy and the Role of the United States in the World. 
Council on Foreign Relations, Inc., 58 East 68th Street, New York, N.Y. 

The Operational Aspects of U.S. Foreign Policy. Maxwell Graduate School of 
Citizenship and Public Affairs, Syracuse University, Syracuse, N.Y. 

The Principal Ideological Conflicts, Variations Thereon, Their Manifestations, 
and Their Present and Potential Impact on the Foreign Policy of the United 
States. Center for International Affairs, Harvard University, 6 Divinity 
Avenue, Cambridge, Mass. 

Worldwide and Domestic Economic Problems and Their Impact on the Foreign 
Policy of the United States. Corporation for Economic and Industrial Re- 
search, Inc., 1200 Jefferson Davis Highway, Arlington, Va. (Published as 
Study No. 1 in August 1959.) 

Foreign Policy Implications for the United States of Economic and Social Con- 
ditions in Lesser Developed and Uncommitted Countries. Center for Inter- 
national Studies, Massachusetts Institute of Technology, Cambridge, Mass. 

Possible Developments in Military Technology, Their Influence on Strategic 
Doctrine, and the Impact of Such Developments on U.S. Foreign Policy. 
Washington Center of Foreign*’Policy Research, the Johns Hopkins Univer- 
sity, 1906 Florida Avenue NW., Washington, D. C. 

Possible Nonmilitary Scientific Developments and Their Potential Impact on 
Foreign Policy Problems of the United States. Stanford Research Institute, 
Menlo Park, Calif. (Published as Study No. 2 in September 1959.) 

The Role of Multilateral Organizations in the Formulation and Conduct of U.S. 
Foreign Policy. The Brookings Institution, 722 Jackson Place NW., Wash- 
ington, D.C. 

Formulation and Administration of U.S. Foreign Policy. The Brookings Insti- 
tution, 722 Jackson Place NW., Washington, D.C. 

U.S. Foreign Policy in Western Europe. Foreign Policy Research Institute, 
University of Pennsylvania, Philadelphia, Pa. (Published as Study No. 3 on 
October 15, 1959.) 

U.S. Foreign Policy in the U.S.S.R. and Eastern Europe. The Russian Insti- 
tute, Columbia University, New York, N.Y. 

U.S. Foreign Policy in the Near East. Institute for Mediterranean Affairs, Inc., 
27 East 62d Street, New York, N.Y. 

U.S. Foreign Policy in South Asia. Conlon Associates, Ltd., 310 Clay Street, 
San Francisco, Calif. (Published in Study No. 5 on November 1, 1959.) 

U.S. Foreign Policy in Africa. Program of African Studies, Northwestern Uni- 
versity, Evanston, Ill. Published as Study No. 4 on October 23, 1959.) 

U.S. Foreign Policy in the Far Bast and Southeast Asia. Conlon Associates, 
Ltd., 310 Clay Street, San Francisco, Calif. (Published in Study No. 5 on 
November 1, 1959.) 


Each of these organizations and institutions will submit a study to 
the committee. 

Broadly speaking, I hope these studies will supply essential back- 
ground to enable the Committee on Foreign Relations to accomplish 
the following basic purposes. 

1. Provide the Senate and the American ple with a simple, 
understandable, and forthright statement of the basic foreign policy 
aims of the United States which reflects the motivations and aspira- 
tions of the American people. 

2. Identify those forces, domestic as well as foreign, which now or 
in the future may tend to frustrate or to promote the basic foreign 
policy aims of the United States. 3 

3. Suggest, and if possible, determine, feasible ways to deal with 
such forces so that they may promote the basic foreign policy aims of 
the United States. 

4. Examine the impact of those forces and trends, foreign and 
domestic, upon the conduct of American foreign policy in the various 
geographic areas of the world. 
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5. Examine the foreign policy decisionmaking machinery to de- 
termine whether it is of the maximum efficiency consistent with our 
democratic processes. 

At the January 5 meeting the executive committee also decided to 
send a letter to some 50 retired Foreign Service officers “to endeavor 
to obtain for the use of the committee the personal views of men of 
practical experience with respect to the foreign policy of the United 
States.” Each of these retired Foreign Service officers was asked to 
give the committee his “general commentary on what is right with 
our policies, what is wrong with our policies, and what action (or 
inaction) might in your opinion best serve our interest in the future.” 

On June 15, 1959, the committee made public, in a summarized form 
and without personal attribution, the substance of the views of former 
members of the Foreign Service who responded to the letter. The 
views and attitudes expressed in that committee publication deserve 
the most careful consideration by officials in the executive branch of 
the Government, by my colleagues in the Senate, and by all citizens 
interested in the conduct of our foreign policy. 

The study printed in this volume, “The Operational Aspects of 
U.S. Foreign Policy,” is the seventh of the 15 principal studies the 
committee expects to publish. It was designed to help the committee 
find answers to subjects covered in an outline developed in consulta- 
tion between representatives of the committee and representatives of 
the Maxwell Graduate School of Citizenship and Public Affairs of 
Syracuse University. A copy of the outline appears in appendix B. 
(See p. 72.) 

I take this occasion to emphasize that the studies which are received 
will supply the committee with background material for considera- 
tion in preparing a final report to the Senate. The committee is, of 
course, free to accept or to reject the findings and recommendations 
of the organizations and institutions submitting studies. It is the 
function of the committee to evaluate the studies which are submitted. 
Prior to the preparation of a final report, the committee will hold 
public hearings to receive testimony from all interested parties. In 
that way. it mal be possible for the committee to test the soundness of 


the findings and recommendations in these studies before reaching 
its own conclusions and submitting its final report to the Senate. 
In addition, I wish to emphasize that the committee is approachin 


this assignment in a nonpartisan manner, endeavoring to avoid miner 
tory issues and to concentrate on the fundamental forces at work with- 
in and without the United States which must be understood if our 
foreign policy is to serve the Nation. 
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Maxwe.. GraDpuate ScHooL 
or CITIZENSHIP AND Pustic AFFaiR, 
Syracuse UNIvErs!ry, 


Syracuse, N.Y., October 15, 1959. 
Hon. J. W. Funsricut, 


Chairman, Committee on Foreign Relations, 
U.S. Senate, Washington, D.C. 


Dear Senator Fuusricur: The report on “The Operational As- 
ts of U.S. Foreign Policy” was prepared for the Committee on 
oreign Relations of the U.S. Senate, in fulfillment of a research 
contract between Syracuse University and the committee pursuant to 
Senate Resolution 336 (85th Cong., 2d sess.), which authorized the 
committee to “make a full and complete study of U.S. foreign policy.” 
The purpose of the study was thus described in the committee’s 
first interim report dated March 19, 1959: 


This study will be a broad analysis of the basic aims of U.S. foreign policy 
viewed both historically and as a projection. It will be an overall study, inte- 
grating country and regional policies and examining the total situation of U.S. 
policy in terms of factors set forth in the outline. The overall study will be 
aimed at improving our ability to evaluate the adequacy, effectiveness, and effi- 
ciency of U.S. foreign policy. 


To undertake this task, the Maxwell Graduate School of Citizen- 
ship and Public Affairs, which comprises the social science depart- 
ments and programs of Syracuse University, established a faculty 


working group, under my * chairmanship, and including the follow- 
ing members: 


Dr. Stephen K. Bailey, professor of political science, specialist on American 
government and politics, author of “Congress Makes a Law,” coauthor of “Con- 
gress at Work” and “Government in America.” 

Dr. Joseph 8S. Berliner, associate professor of economics, a specialist on the 
economics of the Soviet Union, and author of “Factory and Manager in the 
U.S.S.R.” and “Soviet Economic Aid.” 

Dr. Stuart Gerry Brown, Maxwell professor of American civilization, chair- 
man of the American studies program in the Maxwell School, author of several 
books and numerous articles in the field of American political and cultural 
history. 

Dr. George B. Cressey, Maxwell professor of geography, past president of the 
International Geographical Union, president of the Association for Asian Studies, 
author of definitive works on the geography of China, the Soviet Union, and 
the Middle Hast. 

Dr. Preston BE. James, professor of geography and chairman of the geography 
department in the Maxwell School, a specialist on Latin America who has 
written “A Geography of Man” and a definitive study of Latin America. 


2 Dean Cleveland is a former foreign aid official who served in Italy and China; he was 


Deputy Assistant Administrator for Program in the ECA and was Assistant Director of 
the Mutual Security Agency. 


ix 
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Dr. W. W. Kulski, professor of political science, a former Polish diplomat 
who now specializes in Soviet bloc affairs and international relations, author 
of “The Soviet Regime” and a forthcoming volume on Soviet foreign policy. 

Dr. Gerard J. Mangone, professor of political science and director of the 
Maxwell Institute on American Overseas Operations, who has been associated 
with Dean Cleveland in the national research project on the overseas Americans ; 
author of “A Short History of International Organizations.” 

Dr. Irving Swerdlow, professor of economics and former official of the Eco- 
nomic Cooperation Administration and other agencies responsible for foreign 
economic operations, with overseas experience in Europe and Burma. 

In the Latin American phases of its work, the group also had the 
benefit of assistance from Dr. Robert Shafer, associate professor of 
history in the Maxwell School. Two special consultants provided 
important contributions to the group’s thinking. One was Mr. David 
L. Gordon, an official of the International Bank for Reconstruction 
and Development who has worked with United States or World Bank 
operations in Europe, Africa, Asia, and Latin America. The other 
was Prof. Edward L. Katzenbach of Brandeis University, a spe- 
cialist in defense policy and administration. The group had the bene- 
fit also of consultations with Lady Barbara Ward Jackson, British 
economist and author, and Mr. Thomas K. Finletter, former Secretary 
of the Air Force. Members of the Maxwell School faculty engaged 
in individual consultations, in and out of Government, too numerous 
to mention in detail. 

The accompanying report represents the consensus of the working 
group, the product of a review of American foreign policy and opera- 
tions area by area, followed by consideration of factors which do not 
lend themselves to analysis on a regional basis. Professors Berliner 
and Swerdlow and I served as the drafting committee. As with any 
group effort among strong-minded colleagues, not every member 
agrees with the final text of every point in this wide-ranging report; 
its present form and content must therefore be considered as the re- 
sponsibility of the chairman. 

Respectfully submitted. 

Haran CLEVELAND, Dean. 





THE OPERATIONAL ASPECTS 
OF 
UNITED STATES FOREIGN POLICY 


I, Summary of Main Findings 


1. The accelerating rate of worldwide change and our deepening 
involvement in the internal affairs of other nations are not yet ade- 
quately reflected in U.S. foreign policy. 

2. If we are to take these facts into account in a modern foreign 
policy, the United States should— 

(a) raise to the level of first importance our relations with 
and assistance to the less developed areas ; 

(d) learn to understand, and, in some cases even support, the 
bias of newly independent nations against taking ae in the 
cold war; 

(c) react to Soviet economic growth not by attempting to ape 
it, but by eliminating the grosser forms of waste in our own 
huge economy, and working to produce a contagious success in 
economic development on the free side of the Iron and Bamboo 
Curtains; 

(d) recognize that changes in military technology not only 
place an ever-greater premium on more imaginative forms of 
nonmilitary deterrence, but offer opportunities to develop less 
rigid alliance policies and to review the status of politically vul- 
nerable overseas bases. 

3. Foreign policy is not just what we say we are for, but what 
we are soatty prepared to do about it. For example— 

(a) in order to make sure we can work with the “next govern- 
ment” in every country, we should support programs and institu- 
tions rather than current regimes; 

(5) in order to participate effectively in the revolutionary 
processes of economic development, we should, at least for the 
next decade, devote to this purpose one-fourth of the yearly in- 
crease in U.S. production, over and above present levels of aid; 

(c) in order to drain the politics out of our involvement in 
economic development, we should channel much of our contribu- 
tion to world economic growth through international organiza- 
tions, and use it to help Sevelon regional institutions and group- 


ings. 
4. The administration of our foreign affairs does not yet equip us 


to deal inside other societies as well as wi*2 them. A new approach 
would— 


z 
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(a) take the initiative to work for a policy of as 
multilateral assistance to development through a strong U. 
country director in the field, responsible to an overall interna- 
tional development authority ; 

(6) on the U.S. side, revive and expand the original concept 
of the Ambassador as truly the President’s representative, an ex- 
ecutive responsible for all U.S. field activities in his country of 
assignment ; 

(c) at the Washington end, recognize foreign affairs as a Gov- 
ernment-wide function. Thus, for effective administration, the 
Secretary of State must now be the President’s chief of staff for 
coordination of the forei, licy aspects of all Government 
activity, including such diffeult « cases as the Defense Department, 


the budget process, the setting of monetary, loan and tariff poli- 
cies, and the disposal of agricultural surpluses. 





II. Conclusions and Recommendations 


Two inescapable conditions of international life are not now ade- 
apately eines in U.S. forei a ey is the accelerating rate 
of change in the ion oO itical authority, in economic 1- 
pition and in iailiteny toskineeee: The other % the wielieeohel 
depth of U.S. involvement in the internal affairs of other nations. 

ailure to recognize these new conditions results in a good deal of 
status quo thinking, adherence to static goals like “stability” or 
“survival,” and a popular image of arms-length diplomacy inappro- 
priate to the needs of our time. 

The report considers the pace and direction of relevant changes, and 
recommends appropriate American attitudes toward them; suggests 
how, given the recommended attitudes, we can convert our general 
purposes into the kinds of foreign operations that do justice to our 
own strength; and discusses what such an operational approach im- 
plies for the organization and administration of our foreign affairs. 


A. Tue Pace ann Direcrion or CHANGE 


The Western Europeans have with U.S. support shown an extraor- 
dinary power to revive their economy and revise their political in- 
stitutions. Their success gives them the opportunity to participate 
with the United States in efforts to develop viable economies and 
consent-based governments in the rest of the free world. 

Nationalism, which can be both a binding and a divisive force, is 
the dominant political idea throughout Top, Africa, and Latin 
America. Even though the nations of the North Atlantic community 
are already looking beyond nationalism to new forms of association, 
in the rest of the world vigorous support for nationalist aspirations is 
a necessary part of a change-oriented U.S. foreign policy. We ae 
of course, caught between our sympathy for new nationalisms an 
our reluctance to be associated with the waning colonialism of our 
European allies; but we must not let this icament reduce our 
resolution to help the new nations tackle their key problems of effec- 
tive governance and economic development. 

The new nations will require a variety of institutions pepoeed 
from varied cultural raw materials. In working with them to build 
new institutions we need to remember that democracy is a flexible 
concept, not a doctrine which can only be expressed in Western forms. 

We should also be relaxed about the new nations’ natural urge for 
nonalignment with any big power in the cold war. Rather than try- 
ing to get them excited about our rivalry with the Russians, we should 
interest ourselves in the emergent nations’ aspirations for modern- 
ization. To this process we can contribute skills and resources that 
may prove crucial to their ar to create and maintain a sense of 
momentum which articulate people everywhere now expect their gov- 
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ernments to make possible. Our contribution will have to include the 
ability to participate tactfully in their affairs, and the willingness to 
stay in the game for periods more likely to be measured in decades 
than in years. 

Soviet economic growth, resulting from a consistent stress on heavy 
industry, has transformed many issues of U.S. domestic policy into 
issues of foreign policy as well. The answer to the Soviet Union’s 
preoccupation with heavy industry is not to ape it, but to eliminate 
the grosser forms of economic waste in our own huge economy and to 
consider whether we are doing as much as we can to support our foreign 
policy aims with what we Sided produce. Our problem does not 
lie in their production records but in our hearts and wills. The most 
relevant response to Soviet and Chinese economic growth, and the 
foreign trade and aid thrusts which that growth has made possible, 
is to do our best, which we are not yet doing by a wide margin, to 
produce a contagious success in economic development on the free 
side of the Iron and Bamboo Cutrtains. 

Changes in military technology are altering some of the basic con- 
ditions of foreign policy as we have known them. The prospect that 
some of our overseas bases can be released during the 1960’s suggests 
that plans be laid now to minimize the economic dislocations and take 
full advantage of the political opportunities which can result from 
our withdrawal. The obsolescence of our military alliances outside 
of the North Atlantic Treaty area creates opportunities to work 
through looser regional arrangements that can include nations unwill- 
ing to participate on the basis of formal advance military commit- 


ments. In general, the nuclear standoff, and the growing difficulty of 
conducting small wars with forces equipped with nuclear devices, 
places an ever greater premium on more imaginative forms of non- 
military deterrence. 


B. Tue OperatTionAL ApproAcH 


Simple, forceful statements of broad aims have their place in for- 
eign policy, but they must be paired with operational aims expressed 
in terms of institutions we want to build and instruments we are pre- 
en to use. Three examples of the operational approach are dis- 
cussed : 

1. In a world of sudden and frequent political changes, it is im- 
portant for the United States to be able to get along in each country 
with the “next government.” 'Tothisend we should— 

(a) Keep effectively in touch with every element of real power 
in oe foreign country we can reach, using for this purpose 
the full range of contacts made possible by the pluralism of our 
society and the importance of private enterprises (profit and 
ne Yee) in it; and 

(6) Concentrate, in our foreign operations, on the long-range 
support of a few highly significant forward-looking programs 
and institutions, rather than developing a very large number of 
small projects, or undertaking activities designed primarily to 
elicit short-run friendship from current regimes. 

Since change is inevitable, our efforts can best be directed toward 
inducing those changes most likely to produce the kinds of sovieties 
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and the types of institutions with which we can work in building a 
rational world order. Examples might be land reform programs, 
schools and colleges, and efforts to deal with the population problem. 
In our training of foreign military personnel, the role of the military 
in political change in many countries suggests the assignment to the 
task of Americans with special Pare ee of civil government, 
who have undergone special training in the cultural history cont al 
ernmental framework of the countries to which they are assigned. 

Programs which induce change raise touchy political problems. 
There is consequently a strong case for multilateral management of 
such programs in the whole field of technical aid and investment loans 
for economic development. 

2. The yearning For economic development presents unique oppor- 
tunities for the United States and other industrial countries to par- 
ticipate in the revolutionary processes that will determine the — 
of political institutions in the world’s less developed areas. The key 
to such participation is a transfer of capital great enough to modify 
the present trend whereby the rich nations are getting richer and the 
poor nations relatively poorer. An appropriate target is to raise by 
between 1 and 2 percent the average annual increase in per capita 
income. While the capital needed for this modest purpose exceeds 
the present amounts of loans and grants, few countries are now strain- 
ing eye absorptive capacity for external capital at present levels 
of aid. 

The improved financial position of the other industrial countries 
makes it possible for them to contribute a larger part of the needed 
capital; they are, indeed, doing so already to an impressive extent. 
But only the United States can deal in amounts that by themselves 
will make or break the economic development of the free world as a 
whole. 

It is therefore proposed that the U.S. Government decide, for a 10- 
year period starting in the fiscal year 1961, to devote one-fourth of its 
additional production each year, over and above present levels of 
assistance, to the economic development of the less developed areas. 
These funds would be managed through international channels to the 
extent that those channels can be effectively organized to handle them. 

Such an offer, which should no¢ be made contingent on arms reduc- 
tion or on formal matching by others, would by itself make possible 
such significant economic growth in the free world as to transform the 
political atmosphere. For the first time, it would place our relation- 
ship with the less developed countries on a basis that breaks with the 
postwar tradition of military pacts and reluctant year-to-year appro- 
priations. Moreover, the growth thus made possible should hel 
stimulate the U.S. economy to significantly greater annual aeowth 
during the 1960’s than the inadequate 314 percent per year of the 
1950’s. 

Some of the resources for this purpose can certainly take the 
form of additional agricultural surpluses. The local currency we are 
piling up abroad, on the other hand, should not be mistaken for addi- 
tional development capital; what it does provide is an occasion for 
discussion with each government about the allocation of jits own re- 
sources for development. 
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8. The trend toward regional institutions is broadly in the U.S. in- 
terest. Regional groupings present opportunities for reconciling the 
two existing bases for world order which are both too narrow—eaxclu- 
sive nationalism and the particularism of worldwide functional agen- 
cies. ional institutions may also contribute to making the world 
a less bipolar and therefore a safer place for mankind. 

In Western Europe the progressive in ion of the continental 
Community of Six is a major step forward. In Latin America re- 

ional arrangements typically include the United States and might in 
the future make more of a place for the Europeans. In South and 
Southeast Asia, the problem is to create a counterweight to Commu- 
nist China by helping India and Japan to use their leadership poten- 
tial, their technical lead and their industrial production in a regional 
framework. Zhe Middle Fast needs responsible Arab leadership, 
which may develop gradually through regional institutions like the 
projected Arab Financial Institution. In Africa the development of 
some regional federations seems probable; there may also be a place 
for wider regional approaches to such crucial needs as the training of 
African administrators. 


C. Tum ADMINISTRATION OF Forreriagn AFFAIRS 


An operational foreign polar requires new thinking about the 
administration of foreign affairs, to organize for dealing inside other 
societies as well as with them. 

In economic development, multilateral administration of loans and 
technical aid can bring great advantages. But there has been far too 
great a proliferation of specialized international bodies dealing with 
particular phases of development. The antidote is to think in terms 
of cou programs for development, and to place in each country a 
country director, responsible to an overall international develo 
authority, with some real power to coordinate the activities o n- 
cies which now deal separately with health, food, children, education, 
culture, and investment capital. Improvement of multinational or- 
Grint along these lines will require vigorous leadership by the 

nited States in the United Nations. 

When it comes to U.S. Government organization for foreign affairs, 
our successes and failures can ultimately be measured only by our im- 
pact at the “point of sale” in foreign countries; yet the trend in recent 
years has been away from strong field organization and toward 
minute supervision of foreign operations in Washington, A reversal of 
the trend is essential to effective foreign policy in an era of rapid 
change and deep involvement. To reverse it will require— 

(a) A concept of the U.S. ambassador as truly the President’s 
representative, an executive responsible for all U.S. field activi- 
ties in his country of assignment ; 

(6) A closer supervision of US. representation in multilateral 
agencies, by ae he co diplomats rather than amateurs 
for professional diplomacy; ‘ 

c) A broader Foreign Service that includes more of the gen- 
ists in the operating agencies such as the International Co- 
operation Administration and the U.S. Information Agency ; and 
a system for making sure that more Foreign Service officers de- 
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velop the executive skills now required for leadership of complex 
and varied operations in the field ; and 

(d) A broad effort to build into the American system of higher 
education the kinds of educational experience required for Amer- 
icans who may serve in overseas operations—including (besides 
technical skill and an active desire to work abroad) the quality 
of cultural empathy, a sense for politics, a talent for organization, 
and the requisite linguistic and area knowledge. 

A maximum shift of economic development activities to interna- 
tional administration should help reduce the size and complexity of 
the operations which the U.S. Government must maintain in most of 
the less developed countries. 

On the Washington end, foreign operations must now be seen as a 
governmentwide Rnedton: not the exclusive or even primary function 
of one Cabinet department. Establishing the civilian foreign opera- 
tions agencies (especially the economic aid program and the Us. : 
formation Agency) outside the Department of State is essential in 
order to avoid burdening the Secretary of State with detailed opera- 
tions. Apart from his inevitable role as chief negotiator ab the 
real task of the Secretary of State is to be the President’s chief of 
staff for coordination of the foreign policy aspects of all Government 
actwity, including such difficult cases as the Defense Department, the 
budget process, the setting of monetary, loan and tariff policy, and 
the disposal of agricultural surpluses. 

Policy planning is the key to the effective performance of the Sec- 
retary’s role so defined. But planning does not only mean developing 
plans to be carried out at some future time; it means looking into the 
future to guide today’s action, and training a corps of policy thinkers 
who can deal flexibly with a constantly changing environment. Co- 
ordination of overseas operations should be done to the greatest 

ossible extent by the ambassador in the field, rather than by detailed 
conan, low-level clearance among subordinate staff in the Wash- 
ington agencies. 

he presence of foreign policy considerations in every major gov- 
ernmental decision suggests the desirability of a new look at the 
organization of Congress for its task of participating in the new-t 
foreign policy made mandatory by the accelerating pace of world 
change and. our increasingly intimate participation in other people’s 
national affairs. Since only Congress can study Congress with an 
expectation of practical results, a joint select committee of the Con- 
gress, broadly representative of party and committee leadership in 
both Houses, might be the best. vehicle for such a review. 


47589— 59-8 





Ill. Body of the Report 


CHAPTER I 
THE PACE AND DIRECTION OF CHANGE 
A. Inrropucrion: THe Reat Question 


The rich and the mighty have always in history had difficulty under- 
standing the — and the weak. When the world is so good, they feel, 
why are people always trying to changeit? The fact is that the world 
does not look as good to the poor and weak as it does to the rich and 
mighty, and many a class and nation have fallen precisely because of 
their inability to understand this. 

The United States today is in danger of adopting the myopic view 
of the rich and mighty. The world has been good to us. It has 
enabled us to achieve a standard of living and a degree of personal 
freedom that is beyond the comprehension of millions of people in 
other less fortunate lands. It is dangerously easy for us to fall into 
the trap of imagining this to be the best of all possible worlds, and to 
attribute dark and immoral purposes to those who would change it. 
If this attitude dominates our perception and interpretation of the 
forces striving to change the world, we face the danger of becoming 
an eee. and isolated people that the rest of the world has 
r In varies what to think and what to do about foreign policy, 
we will find little nourishment in generalized exhortations favoring 
abstractions like “a lasting peace” or “a settlement of outstanding 
issues” or “reduction of international tensions.” American “foreign 
policy” consists less of what we say we are for, than of what we demon- 
strate we are willing to do about it. The measure of its success or 
failure is, therefore, whether we are using our great strength in ways 
relevant to pursuing what we aaa to be our objectives. To put it 
another way, our objectives must be operational in character or we 
cannot even tell if we are making progress toward them. 

To review American foreign policy from this operational point of 
view requires a fresh look at a world in which the “social fallout” of 
scientific discovery and technological innovation has in a single decade 
produced— 

(a) A military standoff between the two most powerful nations, 
resulting from the sudden multiplication of their potential for 
mutual destruction ; 

(d) The postwar demonstration that Europe, long the center 
of power conflict, can in the presence of bipolar terror wrench 
loose from colonial ties, revise its political institutions, and revive 
its economic health ; 

(c) A global enthusiasm for nationalism, independence. and 
economic growth, and a consequent proliferation of relatively 

8 
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weak countries whose governments cannot seriously try to do what 
is expected of them without the massive involvement of outsiders 
in their destiny ; and 

(d) A resulting shift of the arena of world politics from arms- 
length “diplomacy” and “strategy” to the “domestic affairs” (po- 
litical institutions, economic development, internal security) of 
the less developed nations outside of Europe. 

We, therefore, need to build into our foreign policy a more explicit 
assumption of rapid technical, social, and political change everywhere 
in the world, and to recognize the depth and nature of U.S. involve- 
ment in the internal affairs of every foreign society to which we have 
access. The new conditions that prevail require new attitudes and 
new kinds of actions by the U.S. Government, new methods of organ- 
izing for the tasks ahead, and a new realism in public understanding 
of the operational character of American foreign policy. 

It is not too much to say that, for an American in the 1960’s, “inter- 
national affairs” will be predominantly concerned with the internal 
affairs of other countries. Most Americans in responsible overseas 
jobs already perceive that by their action—or, indeed, their inaction— 
they are ack affecting foreign societies from the inside, rather than 
dealing with them from the outside. 

Thus the Government people abroad nowadays are mostly operators 
and institution builders rather than reporters and negotiators. Even 
the diplomatic service now finds that executive ability is increasingly 
at a premium in choosing ambassadors and senior political officers. 
The missionaries, too, see themselves as building and helping to admin- 
ister institutions inside alien cultures rather than transplanting a 
western Christianity to the rest of the world. The largest and most 
effective U.S. business firms find that active participation in other 
nations’ programs of economic development and a sharp eye for 
changes in political power are necessary not simply as matters of public 
relations but for business survival as well. 

The question is how, and for what parpeess we will manage the 
participation in other people’s affairs to which our economic prowess 
and political prestige make us heir. It is not hard to formulate an 
acceptable statement of general purpose; the Congress has done this 
rather eloquently on several occasions. The Mutual Security Act of 
1959, for example, put it this way: 

Src, 2. STATEMENT oF Poticy.—(a) It is the sense of the Congress that peace in 
the world increasingly depends on wider recognition, both in principle and prac- 
tice, of the dignity and interdependence of men; and that the survival of free 
institutions in the United States can best be assured in a world atmosphere of 
expanded freedom * * *. 

(1) The Congress recognizes the basic identity of interest which exists between 
the people of the United States and the peoples of other lands who are striving 
to establish and develop politically independent and economically viable units, 
and to produce more goods and services, and to improve ways of living by 
methods which reflect the popular will, and to realize aspirations for justice, for 
education, and for dignity and respect as individual human beings, and to estab- 
lish responsible governments which will cooperate with other likeminded govern- 
ments. * * * 

We want to be able to develop our own society in peace; we want to 
be able to deal with governments abroad which are based on consent 
and the rule of law, and therefore responsible; we think that the 
achievement of such a condition requires a military shield to protect 
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us and our friends from aggression, and an interest in economic growth 
and rising welfare for the people of every nation. But we often sum 
up our national aims with words like “stability” or “survival”; and in 
a dynamic world these static concepts make it seem to others (and 
githa yi even to some of us) that the real American objective is to cling 
to the status quo until it is changed against our will. 

Standing pat has not traditionally been our American forte, nor 
et the docile acceptance of “the facts as they are,” the merely possible. 
here would be wide agreement that U.S. policy should bring about 

and actively induce the kinds of change that promise scope for govern- 
ment by consent and for nonviolent ways of permitting mutations in 
the world order. But this is easier said than done. The kinds of 
change that our interests and values require us to support do not 
always come dressed in familiar garb. Unless we look squarely at the 
pace and direction of current events, we could in time lose the oppor- 
tunity to affect their course. 


B. Tue Mrracre or WESTERN Europe 


If this review of foreign policy were being conducted a dozen years 
ago, our most troubled glances would be cast toward Western Europe, 
Perhaps the most significant change in recent years is Europe’s re- 
surgence from the warring and hungry years before the Marshall plan. 
The European economy has revived and forged dramatically ahead in 
a single decade, and achieved a degree of political and economic coop- 
eration that has confounded the skeptics. In 12 years the Western 
European powers have transformed themselves from a dependent 
“problem area” to powerful allies. 

As people tend to take old and trusted friends for granted, we 
have sometimes lost sight of Western Europe in our mounting pre- 
occupation with other areas of the world. But we will undervalue 
at our peril the role of Western Europe in world politics and in the 
future of our own country. Europe still contains many of the most 
densely populated areas on the globe. It can produce as much steel as 
the Soviet Union and provide a merchant marine greater than the 
United States; its manufacturing, peering: and merchandising fa- 
cilities still make the continent a workshop of the world. Europe still 


oO 

has the test, reservoir in the world of mature, internationally ex- 
perienced people with the kinds of entrepreneurial and managerial 
skills that are in critically short ae on this planet. Above all, 


Western Europe is the home of libe emocracy, that spirit of gov- 
ernment by the governed that the United States imported from abroad, 
processed for its own use, and now in some measure reexports to the 
world. The loss of Europe to any totalitarian heresy would enor- 
pro ac the future of democratic institutions everywhere 
on earth. 

Our need for the continued support of a strong Western Europe is 
the converse of their need for our support. The stimulant of the 
Marshall plan could revive their national economies, but it could not 
restore them individually as world powers. The Suez fiasco of 1956 
merely confirmed the indications mounting since 1945 that no West- 
ern European state could act on any grand scale without the support 
of the United States. Because individual European states have lost 
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their initiative, however, Americans will be witnesses to a mighty 
effort by Europe to recapture powers of decision in international eco- 
nomic and political affairs through the pooling of their resources, the 
coordination of their national goals in international structures, and 
such imaginative supranational organizations as the European Coal 
and Steel Community, the European Common Market, and Euratom. 
The economic growth of Western Europe has been accompanied 
by a steadily increasing growth in her contribution to the promo- 
tion of economic development in the poorer portions of the world. 
Between 1954 and 1958 France and Britain transferred more than 
$3.1 billion in grants and loans on a bilateral basis to the underde- 
veloped countries. Together with the United States, they have been 
substantial contributors to multilaterally administered economic as- 
sistance throughout the world, and West German capital has been 
flowing swiftly into Latin America, Asia, and Respect rea (under 
European sponsorship) into newly developing Africa as well. Our 
support and encouragement of economic growth and integration of 
Western Europe is warranted by our legitimate expectation that they 
will become increasingly important contributors to our common pur- 
pose of promoting the modernization of the less-developed areas, 


C. Tae Vicrory or NATIONALISM 


The zenith of nationalist sentiments in Europe itself has almost 
certainly passed, and the remarkably rapid movement toward political 
and economic integration reflects the Recoaitace that nationalism in 
its traditional forms is cramping and obso. 


ete for modern industrial 
states. But Europe has now infected the world with nationalistic 
enthusiasm ; obsolete or not, it is currently the world’s most influential 
political idea. To consider an appropriate attitude toward the mighty 
growth of nationalism in Asia, Africa, and Latin America must be 
high on the agenda of U.S. foreign policy. 

ationalism is often a reaction against a status of inferiority and 
an urge toward self-respect, power, and control of one’s own destiny. 
It can be a creative, dynamic force, cementing together a people and 
enabling them to achieve a unity of purpose and action which would 
be impossible without it. Nationalism can also be negative, disrup- 
tive, and divisive. What is nationalism to one country because re- 
sults are approved, may be narrow racialism, bigotry, or even mob 
violence to others because the results are disapproved. 

In newly independent or emerging countries, some form of national- 
ism is one of the strongest social emotions. Its appeal has usuall 
been exploited by political leaders to help create the country, and 
leaders, all classes, all vested interest groups claim to be the true in- 
terpreters of the best type of nationalism. No important policy or 
activity which is generally accepted as antinational can continue with- 
out ruthless coercion to support it, and even then, nationalism con- 
stantly threatens to subvert the coercive force. It is a rare govern- 
ment, however authoritarian, that can afford to disregard the power 
of nationalistic feeling; the Soviets and Communist Chinees recog- 
nizing its strength, limit their propaganda in newly independent coun- 
tries to announcement of a first-stage revolution built around the con- 
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cept of freedom from colonial control. The second stage, Soviet con- 
trol through domestic communistic parties, is left for later elucidation. 
Waetionstiemn, in its many variations, thus may constitute a most 
potent source of resistance to international communism. Unless the 
Communists manage to seize power during the periods when they are 
identifying their goals with national aspirations, the movement of 
history eventually makes it obvious to all that Soviet communism in- 
volves choice between what is good for one’s country and what is best 
for communism as an international force; even the Yugoslavs discov- 
ered this truth. Whether it involves brutal coercion, as in Hungary, 
or repudiation of international commitments as in Tibet, Communists 
must eventually show that their loyalties to a foreign “ohh outweigh 
their national feeling. But it is important to note that nationalism 
is inhospitable to anticommunism because it is antiforeign and anti- 
imperialist, not because it is prodemocratic or pro-Western. 

n view of this, it is important that U.S. foreign policy become iden- 
tified with the support of nationalism rather than with opposition 
to it, even though we know it does not represent the final oar in 
mankind’s search for viable social institutions. To adopt such an 
attitude and stick with it is not easy. For example, a commonly ac- 
cepted objective of U.S. foreign policy is the expansion and strength- 
ening of the private industrial sector in underdeveloped countries. 
However, in many countries, this sector is controlled by foreigners 
(Chinese in Thailand and Indonesia, the British in Kenya, and so 
on). An announced U.S. policy of supporting these sectors of the 
economy can only result in identification of U.S. foreign policy with 


antinationalism, Similarly, U.S. opposition to land reform programs, 
where large areas are owned by foreigners, may appear antinational- 
ist. We have to accept as a matter of urgent technique the fact that we 
may have to restate or modify any foreign policy objectives that are 
ee opposed by deep nationalistic feelings. 


A U.S. policy of firm support for nationalism raises some knott 
problems in our relations with those of our European allies who still 
maintain other countries in colonial status. No reading of modern 
history can fail to conclude that the wave of the immediate future is 
some form of “independence” for virtually all such dependencies and 
it is therefore important for the United States to maintain its freedom 
to be constructively related to the former colonies as they emerge into 
independence. 

Our relationship with our Western allies makes it impossible for 
us to adopt a policy of indiscriminate vigorous support for immediate 
independence of the colonies. Nor does our commitment to inde- 
penance require us to forget the positive contributions that Europe 

as made toward the modernization of the former and present colonies, 
A good many Asians and Africans understand that the heavy flow 
of profits from the colonies to the metropolitan centers was (and still 
is) paralleled by an opposite flow of capital into the colonies from 

rivate business and governments. Perhaps more important, the 

uilding of administrative institutions by the colonial governments 
was what made independence a live option in the British colonies; a 
lesser emphasis on institution building held back, in varying degree, 
the independence movements in Dutch, French, Belgian, and Portu- 
guese dependencies. Such differences as we may encounter with our 
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European allies over the independence movements ought not to be 
aggravated by our failure to appreciate those facts. 

If we wish to be identified with the independence movement among 
the lands still in colonial status, we must dissociate ourselves from 
participation with the colonial powers in their relations with their 
colonies. While the colonial powers should be encouraged to increase 
their flow of resources for economic development to their colonies while 
they remain colonies, we need not participate directly with them in that 
flow. Our efforts can better be concentrated in those countries that 
have achieved their independence. For in lands in which all issues 
are seen through the spectacles of nationalism, our association with the 
colonial powers even in what we consider to be good works, marks 
us with the brand of imperialism. In order to prepare for close rela- 
tions with the “next governments” of the present-day colonies, it is 
vital that we not be identified with the colonial status of yesterday. 

A policy of support for independence naturally creates some em- 
barrassing moments in relations with our European allies. We can 
make these moments less embarrassing by avoiding moral strictures 
on the history of imperialism. But we do not have the opportunity 
to remain unembarrassed on this issue. The real choice is often be- 
tween temporary and short-lived embarrassment in relations with 
our European allies whose ties with the United States will survive dis- 
agreements on this issue and long-run, perhaps permanent, damage 
to our relations with the new societies now struggling for a place in 
the nationalistic sun. It is vital to the longrun interests not only 
of the United States but of our European allies as well that our 
image in the emerging nations of the world be identified as fully as 
possible with their legitimate aspirations for independence. 


D. Tue GOVERNANCE oF New Nations 


1. Democracy 


High among the objectives of U.S. policy is the development and 
maintenance of responsible’ governments in the new nations. With- 
out a government that can maintain internal order, assume mem pe ee 
and fulfillment of agreements and provide a framework within whic 
ordinary people can work toward the fulfillment of their own aspira- 
tions, there can be no effective social structure and no orderly p 
Responsible governments in other lands, governments that ral by 
consent and are reasonably responsive to the needs of the people, are 
an a Son aim of U.S. foreign policy. 

The forms that a responsible government takes can vary widely, 


from parliamentary governments to ~— dictatorships. The factors 


that determine this form are almost infinite in number and intensity, 
including all the psychological, cultural, and economic factors of a 
people. Democracy, in U.S. and Western European history, is closel 

associated with representative government, and most Americans al. 
most automatically equate this form of government with responsi- 
bility. But democratic — does not necessarily have to be 
representative in terms of elections and parliamentary rules; govern- 
ment by consent can operate through nonelected officials, and differing 
cultures will imply widely differing standards of political behavior. 
The ultimate institution for the expression of man’s freedom has 
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not yet been invented. We do our friends in the new countries a dis- 
service when we urge them to choose between the Soviet “system” 
and our “system.” We do not have a “system”; we have a protected 
pluralism of systems. And an essential feature of our form of govern- 
ment is that it is not anybody’s business to define it authoritatively. 


2. Neutralism 


One political conviction, shared by most articulate opinion in the 
new nations, has been a source of considerable dismay in the United 
States. This is the profound desire for withdrawal from the power 
conflict between the West and the Soviet bloc. The label attached to 
this sentiment is “neutrality,” or “nonalinement.” The United States 
has never really decided how it should regard a nation that has an- 
nounced its neutrality in the conflict between democratic and Com- 
munist countries. At times, U.S. statesmen have announced that they 
regard this neutrality as immoral and i nsible. At other times, 
spokesmen for the ooukionn Government have accepted neutrality 
grudgingly, with expressions of regret and real sorrow at the neutral 
nation’s inability to distinguish between right and wrong. The rec- 
ords of con ional hearings leave no doubt that questions about 
neutrality of specific nations enter into decisions about the size and 
direction of U.S. foreign aid. 

Yet the United States can usefully accept and in some instances 
even encourage neutrality in the cold war by such nations, which for 
whatever the reason—be it precarious geographical location, political 
detachment, or economic se rennanen ee reluctant or unwilling 
to become identified with the actively anti-Communist countries. To 
insist, either through such chological warfare as stigmatizing 
neutrality as immoral or employing more overt tactics as withholding 
or skimping on economic aid, can at best win us reluctant alliances 
with governments that can readily be overthrown on the very issue 
of too close an association with a military power. 

In many parts of the free world, evidence of U.S. rigidity or in- 
tolerance on this issue can antagonize those liberal elements who are 
our natural political allies on the issues of the day—and of tomorrow. 
Liberal and moderate left parties throughout the Western community 
are strong, and quick to belabor any indications of rigidity in the U.S. 

ition. For the reluctance of most neutrals to take sides is not 
ue to the caprice of individual leaders, but reflects deeper structural 
causes. Quite Gentes underdeveloped countries deeply involved in 
their own economic development are likely to be less concerned with 


the political conflicts of the major powers of the world. none 


h- 
ical remoteness from the main theaters of tension, residual hostility 
to former colonial masters, the simple fear that to identify with one 
side would provoke the emnity of the other, religious and cultural 
traditions that make the values of the West less than fully accept- 
able—all these are factors that make neutralism seem the only accept- 
able course for many influential politicians in the “uncommitted” 
nations. The very weakness of their governments makes alinement 
with a great power look suspiciously like satellite status. Finally, 
the urge to neutralism also reflects a rejection of the status quo, with 
which our policy is sometimes associated. To many nations, change, 
even accompanied by violence, is a desirable end. ey see it not as 
harmful but as the promotion of their own interests. This source 














UNITED STATES FOREIGN POLICY 15 


of neutralist sentiment can be weakened only by making our kind of 
world more attractive to them. 

For all these reasons, the prospects of wooing or pressuring the “un- 
committed” nations into some form of general political alinement 
must be appraised as poor. But apart from accepting the inevitable 
sracefully, there are more compelling positive reasons for the United 

tates to accept, and in fact even encourage, neutralism in some coun- 
tries. The existence of a sizable “uncommitted” group of nations can 
serve as a powerful force in reducing international tensions. The 
existence of neutral nations reduces the area where the forces of both 
sides physically confront each other, which is always an explosive 
situation. The role of such nations as mediators in negotiating some 
of the differences between big powers has been apparent in Korea and 
elsewhere. Moreover, the mere existence of an “uncommitted world,” 
wooed by both protagonists in the cold war, acts as a force for moder- 
ation. No position or statement can be formulated by either side 
without appraising the likely impact on the neutrals. Where there 
are only the effects on the enemy camp to be considered, the cold war 
would undoubtedly be fiercer and the possibility of serious incident 
greater. 

A foreign policy which relaxedly accepts as natural the neutralit 
of “uncommitted” nations would probably receive the support of US. 

ublic opinion. A people with a long tradition of isolation, particu- 
arly during major periods of the nation’s growth and development, 
ought to be superbly tolerant of countries which are currently expe- 
riencing a not dissimilar evolution and demonstrating the same symp- 
toms on the international scene. It sometimes seems to our friends 
abroad that our national preoccupation with the danger of interna- 
tional communism so dominates our thoughts that we cannot concede 
legitimacy to a position of neutrality that we ourselves held for most 
of our early history. The attempt tobe “neutral” in official foreign pol- 
icy, which springs from their own intense preoccupation with prob- 
lems of internal growth and social change, does not prevent the lead- 
ers of an emergent country from maintaining an active sympathy 
with the essential aspirations of the big Western democracies. But 
the effort to exploit this sympathy publicly is the surest way to destroy 
it. The United States can build its foreign policy on the positive 
values of nonalinement rather than implying that undeclared friend- 
ship is not good enough for us. 


E. Tue YeaRNING For Economic DevELorpMENT 


One of the greatest social co: ences of the technological revolu- 
tion is the idea that starvation and pov are no longer inevitable. 
For most of men’s history the welfare of the masses depended on the 
harvest. If the weather was good, peo le ate well for year ; if it 
was bad, they starved that year. Not their efforts but the will of the 
gon determined men’s lot on earth. The technological revolution 

as forever banished this passive response to material welfare. 
Thinking people in all lands start from the assumption that if pov- 
erty exists, it 1s not because of the gods but because of men’s ignorance 
or lack of will. Since it is believed to be within the competence of 
man to change man’s fate, the task of changing it has become one of 
the deepest obligations of the political and intellectual leaders of 
every underdeveloped country. 
4758989 —4 
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Two grand ideas are competing for the support of the masses in 
their search for a way to end poverty. In the villages and the cities 
of Asia, for example, the common people listen to the views of the 
educated young men who come to talk to them and persuade them. 
One group points to the way of China and another group points to 
India. The Communists have the great advantage of pointing to a 
nation that has indubitably entered the path of rapid economic devel- 
opment and will unquestionably be a great industrial power in the 
future. They have the disadvantage of supporting ethical, social, 
and political doctrines that offend the religious and ethical traditions 
of great masses of people. Those who support the Indian way must 
still talk in terms of “hope” and “if we all pull together.” But they 
have the great advantage of espousing ethical and social doctrines 
that are not offensive to the religious and political values of the peo- 
ale. The question which of these two philosophies will win out is of 
futidathiental importance to the future of the United States in the 
world. If the non-Communist nations fail to achieve adequate rates 
of economic growth, more and more people will be persuaded by the 
arguments of the Communists and more and more of the world will 
fall prey to Communist political systems. It. is clear where the obli- 
gations of all freemen lie; it is to do everything in their power to help 
the underdeveloped countries abolish their poverty so that they can 
choose freedom without having to pay the price of hunger. 


1. The flewibility of democracy 


While the differences between the Communist and democratic phi- 
losophies can be expressed with considerable clarity, in practice the 
range of institutions that might be classified as democratic constitutes 
a broad continuum. The institutions by which Asian and African 
nations are striving to create societies of freedom must be expected 
to be radically different from ours. Just as in the political sphere we 
cannot expect two-party systems of free elections to spring full blown 
out of tribal or feudal societies, so in the economic sphere we cannot 
expect the forms of economic enterprise to be very similar to ours. 
For reasons that have been spelled out at great length by experts on 
economic developments, we can expect that those governments will 
exercise a degree of direction over investment and enterprise which 
might strike Americans as intolerable in America. For political rea- 
sons, economic criteria will often be subordinated to political; in fact, 
we do this in our own economy in various ways by protective tariffs, 
housing guarantees, veterans payments, farm support programs, river 
and harbor legislation. But since the underdeveloped countries will 
do it in different ways, our initial reaction may tend to be negative. 
The point of all this is that in our attitude toward the unfamiliar 
methods by which the less-develo countries, with their different 
historical and cultural backgrounds, will strive to create economic in- 
stitutions, we must avoid applying our traditional standards of polit- 
ical, economic, or ethical admissibility. It is well for us to under- 
stand this because we are deeply involved in the invention and support 
of these very institutions. 


2. Involvement versus “interference” 


What is required of our foreign policy if we are most effectively 
to contribute toward the economic development of the less-developed 
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countries? One of the major requirements is the adaptation to the 
new conditions of modern administrative and technical Acills, Unlike 
the transfer of a shipload of wheat, the transfer of skills is a continuing 
_— of cultural interchange. It is one of the major forms of that 

eep involvement in other countries’ affairs that has become the essence 
of modern foreign policy. 

Such involvement is not only a necessary aid in promoting eco- 
nomic development but it is also an occasion and means for forming 
favorable associations and attitudes, building the viable institutions 
required for each society’s “success” in its own terms, and deepening 
our own understanding of other people’s felt needs. These new over- 
seas functions require some change in terminology that classifies all 
forms of participation in other countries’ affairs as “interference” and 
therefore a bad thing. We cannot undertake any significant action 
without becoming involved in some nation’s internal affairs, either in 
technical assistance, in economic planning, or in military training. 
Indeed, our very failure to move a — may, in some cases, constitute 
an act of profound significance for the internal affairs of another coun- 
try. The appropriate attitude toward this new role of ours is accept- 
ance of involvement, or joint participation, as a permanent part of our 
international life and on this basis to participate as intelligently and 
usefully as we can.t As far as our involvement is concerned, this 
means that our modern “diplomats,” whether in suits or shirtsleeves, 
must be more carefully traimed to think malineny about their un- 
avoidable role as participators in internal affairs abroad. For they 
are that, whether they know it or not. It is better that they should 
know it before they start. 


3. An attitude of commitment 


Along with the skills must go the resources. The success of our 
efforts to promote economic development depends partly on the volume 
of resources we are prepared to use, but it depends on more than that. 
It depends on the depth of our commitment to see the thing through 
to the end. Our major entry into the business of economic assistance 
was the Marshall la We looked upon that great mission as a 
temporary one, designed to get Europe on its feet in a few years, after 
which it would no longer need our assistance. And that is how it 
worked out, although the Korean war extended the period beyond that 
originally contemplated. This short-run temporary attitude toward 
economic aid has carried over into our view. of the problem of assist- 
ance to the underdeveloped countries; while Congress is in session, it 
is not unusual to read speeches in the Congressional Record calling for 
anend to itall. But the old attitudes are not at all appropriate to the 
new task. It is clear by now that if we really mean to see to the end 
our commitment to economic development, we must learn to think of it 
as a long-run venture. Only if we learn to cease asking each year 
when it will all be over, and concentrate on our determination to do 
everything in our power to bring about the developments we desire, 
can we fashion institutions and attitudes appropriate to our full and 
permanent involvement in the lives of other nations. 


1The euphots in this paper is on U.S. involvement in the internal affairs of other 
soatel. ut this is, of course, the era of reciprocal involvement; to the extent they 
ve 


e power and resources, other nations are deeply involved in teins to influence 
U.S. public opinion of a issues and lobbying for U.S, domestic and foreign policies 
they deem favorable to their national interests. 
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All change involves dislocation, and in the process someone’s 
interests are often injured. The economic development of the under- 
developed countries (like the recovery of Western Europe) will -in- 
evitably entail some injury to the interests of some groups of Ameri- 
cans. As new industries spring up in other countries, they may be 
expected to hurt the competitive position of some American indus- 
tries. It is at this point that our attitude toward change may mean 
the success or failure of American policy as a whole. Powerful 
interests will form to op the process of change and to frustrate 
those of our national policies that are contributing to that change. 
In the past the Nation’s surrender to protectionist pressures on par- 
ticular issues was not of very great consequence; our living standards 
suffered somewhat and some of our trading partners were irritated. 
But the time is gone when we can indulge our nationalism as we 
could afford to do in the past. Protectionism is no longer primarily 
a matter of domestic polities. 

Thus, while few Americans would describe themselves as opposed 
to the promotion of economic development in other countries, when 
the blue chips are down many will shrink from the costs of seeing that 
policy through to theend. Political leaders will face difficult choices : 
how to tell their constituents that the national interest requires higher 
taxes or that foreign competition cannot be cut off by tariff increases. 
Our attitude toward economic change may be firmer if the likely 
alternatives are more often called to the public attention. We can 
refuse to give up our wealth for the sake of other countries, and we 
can refuse to permit any American industry to have to face increasing 
competition from abroad, but we must be prepared in that case to 


face the likelihood that our children’s America will be a relatively 
much smaller democracy in an overwhelmingly totalitarian world. 


F. Soviet Power anp American Poricy 


If we have delayed so long before directing attention to the rise 
of Soviet power as one of the great changes in world affairs, it is 
not because a lesser degree of importance 1s assigned to this factor. 
It is rather to emphasize our view that our differences with the 
U.S.S.R. are not the exclusive ease of U.S. foreign policy. Much 
of the preceding analysis would be valid (to use the current cliché) 
even if there were no Soviet Union, and the ee policies 
would not be very different if there were no Soviet Union. Too often 
our relations with Western Europe and with the underdeveloped 
countries are so affected by our preoccupation with the Soviet threat 
that we subordinate all obiae considerations to that danger. To the 
extent that we are mesmerized by Moscow, U.S. foreign policy takes 
the form of reacting to Soviet initiative. 


1. The challenge of Soviet production 

But this is not to gainsay the fact that the rise of Soviet industrial 
might is one of the greatest factors of change that our foreign policy 
must take into account. If one where to ask, “What more than any- 
thing else accounts for the rise of Soviet military and political prowess 
in the last quarter century?” the answer would be “heavy in ustry.” 
The rapid growth of Soviet steel, power, and machinery production 
is the chief contributory factor to the relative decline in the U.S. 
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international position. While specialists disagree over the relative 
rates of growth of national product in the two countries and over 
the precise ratio of Soviet to American production, none would dis- 
agree that in heavy industrial production alone the gap between 
Soviet and American production a narrowed dramatically in recent 
decades. 

The rapid growth of Soviet heavy industrial production reflects the 
power of the Communist Party leaders to npg their own priorities 
on the population. During the decade of the thirties consumption was 
deliberately held down to a minimum while all ible effort was 
mobilized into industrial investment, and particularly heavy indus- 
trial investment. In the last decade consumption standards have been 
permitted to rise moderately, but the priority of heavy industry con- 
tinues to dictate the direction of the national economic effort. Thus, 
in the recent past the United States has been investing 17 to 20 percent 
of its national product, while the U.S.S.R. continues to devote 25 to 30 
percent to investment. If we consider not total investment but invest- 
ment in heavy industry alone, the difference is even greater. By 
devoting a larger proportion of their smaller national product to 
industrial investment, the Soviet Government has been able to achieve 
an absolute volume of industrial investment approximating that of the 
United States. Moreover, their investment is, of course, concentrated 
in growth-inducing industries such as steel and machine tools, and not 
so heavily in automobiles and washing machines. 

There are cogent reasons for believing that in the future Soviet over- 
all economic growth cannot continue at the same high rates as in the 
past. But the political objectives and power of the regime are such 
that we can expect the emphasis on heavy industry to continue, Our 
long-run foreign policy must take full account of the likelihood that, 
barring great changes in the character of our own economic system, 
Soviet heavy industrial grodarticn is likely to continue to grow more 
rapidly than ours. Under such conditions there should be a strong 
presumption against wait-and-see policies in every field. 

These changes focus our attention on the impressive volume of eco- 
nomic and social waste in our own economy. Such waste is no longer 
a matter of purely domestic concern, but has profound effects on our 
capacity to conduct a foreign policy that must reckon with the forced- 
draft growth of the Soviet economy. 

The continued waste involved in cyclical recessions threatens not 


only our pocketbooks but, in the long run, our national security. Only 
in a vigorous, fully employed economy can we be confident that the 
people will consent to the ee necessary for putting the full 


weight of our national wealth into the international political arena. 
A determined resistance to “creeping protectionism,” not only in case 
of the tariff, but of the worker or employer protecting himself from 
the impact of economic cha or of the taxpayer protecting his 
income against the local school board, is of vital importance in 
strengthening our Nation’s ability to conduct a successful foreign 
licy. Soviet economic growth has transformed the issues of 
omestic economic policy into issues of foreign policy as well. 
It is sometimes argued that it is not enough merely to attain a 
healthy, fully employed economy, but that we must go beyond this and 
attain a rate of growth at least as rapid as that of the USSR. The 
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argument raises two questions: first, is it possible for us to attain a 
rate of growth equal to that of the totalitarian Soviet economy ; and 
second, ought we to make the effort to do so? 

There are no economic reasons why we could not keep up with and 
even outdistance the U.S.S.R. if we thought the emergency desperate 
enough to warrant the effort. It would require that the Nation place 
itself, in effect, on a wartime regime. The tax rate would have to be 
increased sharply to curb the rate of consumption and the tax revenues 
would be used to subsidize the construction of new heavy industrial 
capacity according to some national plan of industrial expansion. 
Under these grim conditions, our current consumption would decline 
sharp] y, but we would have increasing quantities of resources to devote 
to military, foreign economic aid, and industrial expansion purposes. 
There is little doubt that we could forever keep ahead of the U.S.S.R. 
The price of this policy would be enormous, for we should have turned 
over to the Kremlin and denied to ourselves the power to decide what 
our economy should produce. 

The question, then, is not whether we can match the Soviets, but 
rather whether we ought to. If the continued gain of Soviet heavy 
industry were to be judged of decisive importance in the future po- 
litical contest, we should have no choice but to pay the price of stay- 
ing ahead. But it does not appear to be of decisive importance. And 
therefore we need not match the Soviet Union in the mad race for ma- 
chines to build more machines at the expense of current welfare. We 
ought to lament the sacrifice forced on the Soviet people by leaders 
obsessed with heavy industry, but we need not ape them. With our 
economy growing at a pace compatible with our large measure of 
freedom but significantly more vigorous than in recent years, and with 
our people prepared to devote all the necessary resources to our inter- 
national political objectives, then the continued Soviet gain in eco- 
nomic growth need not be decisive. The best way to see this clearly 
is to consider in turn the three possible sources of danger engendered 
by growing Soviet industrial prowess; they might ee termed the 
aett effect, the demonstration effect, and the economic power 
effect. 

Concern over the military effect of growing Soviet industrial 
strength is based on the view that military power increases with heavy 
industrial power. If this view were correct, it would indeed be 
of vital importance for us to strive at all costs to maintain our heavy 
industrial superiority over the U.S.S.R. But given the nature of 
modern nuclear weapons and their delivery systems, the 1-to-1 
correspondence between steel production and military potential no 
longer holds. The last two World Wars were fought under limited 
conditions; more steel meant more bombs, meant more destruction. 
Today we must learn to think in ultimates; a limited number of 
hydrogen bombs can create total destruction, and more hydrogen 
bombs cannot do more than that. The military problem is qualitative 


rather than quantitative; the decision will depend on the laboratory 
and not the factory. If either nation gains a decisive advantage over 
the other, it will be based on research and development, and not on 
mere mass. Since the limiting factor is not steel, but brains and will, 
the prospect of a continued Soviet gain in industrial prowess is not of 
decisive military importance. Even in the case of conventional forces 
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to fight limited war, the present combined economic systems of the 
free world are likely to be sufficient to provide all the forces needed 
for such wars. The problem is not in the availability of the resources 
but in our willingness to provide them and to maintain them through 
the hot and cold running of our relations with the Soviet bloc. 

It has been argued that the more rapidly growing economy is like- 
ly to be the more progressive technologically, and therefore the more 
rapid rate of Soviet heavy industrial cee may indirectly con- 
tribute to technological and scientific breakthroughs. While it is 
true that a stagnant economy is not likely to stimulate technological 
and scientific progress, it does not follow that the rate of such progress 
is proportional to the rate of economic growth. As long as our econ- 
omy is expanding at a reasonable pace, the climate for technological 
and scientific progress is favorable. If we should lose preeminence 
in these fields to the Soviet Union, the reason is more likely to lie in 
the grossly inadequate financing of our educational and scientific ef- 
forts. The answer is to find direct ways of increasing national ex- 
pencirare in these fields, not to try to achieve this indirectly by arti- 

cially accelerating our rate of mdustrial growth to meet that of 
the Soviet Union. 

By the demonstration effect of Soviet industrial growth, we mean 
the force of the Soviet example as a way of breaking out of economic 
backwardness through Communist revolution. The argument is that 
as Soviet heavy industry continues to grow more rapidly than ou 
communism will become increasingly alluring to the populations o 
the undernesrenned countries. But we cannot really dispel the allure 
of communism by demonstrating that we Americans can always pro- 
duce more steel then the Soviets. Keeping ahead of the Soviets is not 
the answer. Only if the non-Communist underdeveloped countries 
themselves oleeenl in raising their own living standards through non- 
Communist methods, will communism be rejected. Our present na- 
tional wealth is such that if we really mean to make the maximal 
effort in this direction, we already have more than enough resources 
with which to do it. Moreover, time is of crucial importance. The 
poverty-stricken peoples of the world will not wait indefinitely. If 
existing non-Communist governments provide no relief, the desperate 
masses will turn to communism. Hence, the way to combat the dem- 
onstration effect of rapid Soviet growth is to invest extra resources 
not in our own economy but in the economies of these countries where 
it is important to prove that free institutions can produce rapid 
economic growth. 

2. Communism and consumer goods 


It is sometimes argued that the rapidly growing capital stock of 
the U.S.S.R. will one day provide the Soviets with the op- 
portunity of turning to a policy of consumer goods produc- 
tion, and in a short time raise the level of living of their 
population higher than that of the advanced democratic countries of 
Western Europe. Ifthe U.S.S.R. could demonstrate that communism 
can provide not only more heavy industry but also more consumer 
goods than free economic systems, the appeal of communism will be 
overwhelming not only in the underdeveloped countries but also in 
Western Europe. Surely this day, if it ever comes, is very far in 
the future, certainly further than the day in which Soviet capital 
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goods production rivals that of the free world. But even grantin 
the possibility, it does not mean that we ought to adopt a policy o 
staying ahead of the U.S.S.R. at all costs. If people anywhere are 
so devoted to material goods that they would willingly accept the 
political bondage of communism for their sake, there is avr al 
can or ought to do about it. Our task is not to demonstrate that - 
men can always and in every way outproduce the unfree. The fact 
is that under modern conditions of mass communications and controls, 
unfree men may well under certain conditions be compelled to out- 
produce the free. Our task is rather to create a world in which people 
who wish to be free need not accept hunger and poverty as the price. 
If we achieve this end, if all men could look forward to a reasonable 
and rising living standard for themselves and their families under 
conditions of economic and political freedom, our job is well done. 
If it then turns out that people value freedom so ightly. that they 
would voluntarily surrender it not for food but for the frills of life, 
we must concede them this right. In short, if men voluntarily turn 
to communism out of desperation born of poverty, the fault is partly 
ours; if they turn to it for other reasons, the fault is mostly theirs. 
Finally, by the “economic power” effect of Soviet industrial growth 
we mean increasing Soviet capacity for influencing foreign govern- 
ments through trade, grants, and loans. Again, the crucial factors in 
our ability to engage the Soviet Union in economic warfare are wis- 
dom and will, not resources. It is hard to imagine a hypothetical 


Soviet maneuver in which we would have to say “we know what we 
Ong to do but we are too poor to do it.” Suppose, for example, that 
a 


ecade or more hence, if Soviet. production of a number of hea 

industrial commodities then rivals or surpasses 0 the U.S.S.R. 
should attempt to exert pressure on another country by threatening 
to cut off its sales of machinery to that country. Our ability to defend 
that country’s independence will surely not be frustrated by our 
economic inability to_act. Therefore the answer to the “economic 
effect” of increasing Soviet heavy industrial prowess is not to stay 
ahead of them at all costs, but to develop a strategy for meeting a 
mounting Soviet economic offensive. 

Our conclusion is that the answer to the forced rate of Soviet eco- 
nomic growth is not to strive at all costs to stay ahead of it. It is 
rather (1) to eliminate the grosser forms of economic waste that we 
could afford in the past but which are more serious under the new 
conditions, and (2) to support within the full power of a healthy 
and growing economy those military and foreign policies of our Gov- 
ernment that are vital to our international aims. If we refuse to 
adopt the attitudes and policies appropriate to the new conditions 
and if we continue our domestic business-as-usual without regard to 
the foreign policy consequences, we may well be overwhelmed even- 
tually by a more powerful antagonist. But if we throw the full 
strength of a prosperous and growing American economy into the task 
of helping shape the world we want to live in, we have little to fear 
from the Soviet obsession with forced economic growth. 


8. Soviet aid and trade 
In the period since the death of Stalin the U.S.S.R. has dealt itself 


into the game of economic development, and today it is not only the 
West that has espoused economic development in those lands, but the 
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Soviet bloc as well. The new state of affairs requires that we be clear 
in our own minds about the attitudes we ought to adopt toward Soviet 
bloc activity in the underdeveloped countries. ; " 
Soviet bloc economic activity has taken the form of an increase in 
trade and in credits to the underdeveloped countries. The overall 
magnitudes are not large compared with those of the Western World. 
For example, total Soviet bloc nonmilitary loan commitments made 
to all underdeveloped countries amounted by the end of 1958-to about 
$1.6 billion, of which only about $400 million had actually been dis- 
bursed by that date. By comparison, the International Bank, in the 
decade 1947 to 1957, had actually disurbsed over $1.5 billion in loans. 
In 1957 alone U.S. short-term assistance from the sale of surplus 
agricultural commodities amounted to $417 million. However, such 
success as the U.S.S.R. has enjoyed has been due to factors other than 
mere magnitude. Soviet trade and lending has been concentrated in 
relatively few countries, and in the smaller of them the absolute mag- 
nitudes loom relatively large. The program has been managed wit 
= flexibility, and quick advantage has been taken of difficulties 
that have arisen between the United States and other countries. The 
novelty of the program contributed to the wide publicity it received, 
and in the early stages there was not time for the mevitable conflicts 
to arise. Now, as the program has rolled on, the benefits of novelty 
have been falling away, and the Soviets have been increasingly 
involved in the familiar irritations of conducting a foreign aid pro- 





m. 
or The U.S.S.R. has not, however, had to confront the full range of 
roblems we have faced in conducting an economic aid program, and 
or an important reason. They cannot permit themselves to become 
as deeply involved in the affairs of the recipient countries as we have 
and must. They can escape the obligation of involvement because 
their objective is really not economic Pavelosinaaive but political gain. 
But since our objective is precisely to see the job of economic develop- 
ment through to the end, we cannot afford to adopt the standoffish 
policy of the Soviets. Our objectives demand a full-scale involve- 
ment, with all the pie frictions it may entail. 

We do not need to become overexcited about the “goodwill” that 
the Soviet Union has gained from its aid and trade initiatives. There 
is nothing the United States can or ought to do to deprive the U.S.S.R. 
of the goodwill it earns for copying the kind of thing that we have 
been cone for a long time. Moreover, ‘such goodwill as can be 
generated by economic aid does not usually survive a breakdown of 
Nn political relations. In fact, since the launching of the post- 

talin policy in 1954, three of the largest recipients of Soviet loans 
have found themselves on worsened terms with the Soviet bloc ( Yugo- 
slavia, Egypt, and India), and the most dramatic Soviet success was 
scored in a country that had at that time received no Soviet economic 
aid (Iraq). It is therefore important that we do not fall into the 
error of ascribing to Soviet economic policy all the successes that 
ought properly to be ascribed to broader political factors—or of be- 
lieving that the Soviets can somehow make more political capital out 
of economic aid then we can. 

A greater wm od of the new Soviet policy is that countries heavily 
dependent upon Soviet trade or loans may be subjected to irresistible 
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pressure to adopt policies insisted upon by the U.S.S.R. The single 
important case in which this has been tried is Yugoslavia, and the 
result is of great significance: the Yugoslavs chose to go without the 
Soviet loans, at great economic cost to themselves, rather than knuckle 
under to Soviet (and in part Chinese) pressures. The intense spirit 
of nationalism in the newly independent countries is their greatest 
defense against victimization by Soviet economic pressure. But U.S. 
policy can assist them in resisting Soviet cauvdachabaeeal by standing 
ready to ease the economic blows of the withdrawal of Soviet trade 
or loans. It is therefore of great importance that we do not adopt 
a policy of hostility toward countries that accept Soviet loans and 
trade offers, for this might weaken their ability to resist Soviet 
pressure. 

U.S. foreign policy must be based on the likelihood that the use of 
economic instruments by the U.S.S.R. will increase in the future. Our 
sara can be so fashioned that their character and timing need not 

altered in response to changes in Soviet tactics. A sufficient flexi- 
bility permits us to seize quickly advantages that suddenly arise. But 
the test of how well our policies are conceived is the extent to which 
we maintain the initiative, instead of reacting to Soviet tactical 
changes. We must have sufficient confidence in our own policies to 
welcome Soviet trade and loans when they do contribute to the eco- 
nomic welfare of other countries, and draw attention to their short- 
comings when they do not. We can continue to strive to channel So- 
viet loans into multilateral agencies or soundly conceived country pro- 

rams even though the Soviets are likely to continue to pursue their bi- 
ateral way. If our programs are well conceived, we need have no 
fear of matching our contribution against that of the U.S.S.R. 


4. The USSR. and its satellites 


In most of the world the U.S.S.R. has an interest in upsetting the 
status quo. The one area in which change would be damaging to So- 
viet interests is the Communist bloc. It is in this area that U.S. policy 
is least likely to score significant victories, and in which ill-considered 
policies are most likely to erupt in the use of force. And yet it is in 
those countries, particularly Eastern Europe, that the U.S.S.R. is 

otentially most vulnerable. Nationalism is a force in all of Eastern 

urope, and in many of the countries cultural and political sovietiza- 
tion has been bitterly resented. While socialization of the economies 
has enjoyed support among pen an ce segments of the population, in 
certain segments such as agriculture and trade there exist pressures for 
more freedom of enterprise. As for the political forms of communism, 
traditions of individual freedom are deep in such countries as Czecho- 
slovakia, Poland, and Hungary, and the Communist Party monopoly 
is resented by important segments of youth and the intelligentsia. 
For these various reasons Eastern Europe would be a very dubious 
ally of the U.S.S.R. in case of a general war. 

t the same time, the people of the area understand the Soviet inter- 
est in maintaining control over small countries on her borders, and 
are aware that the U.S.S.R. will not tolerate anti-Soviet or Western- 
alined governments surrounding her. The Hungarian experience has 
driven home the lesson that domestic politics are always conducted un- 
der the shadow of Soviet arms. 
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Nevertheless, in the post-Stalin period the Soviet Government has 
tolerated some — of in dence of action, at least in Poland. 
U.S. policy should be prepared to encourage and support the efforts of 
the East European countries to control their own destinies within 
limits tolerable to the U.S.S.R. We can do this by encouraging the 
expansion of trade relations between Eastern Europe and the non- 
Communist world, and by a vigorous prosecution of cultural ex- 
changes between Eastern urope and the United States. The recent 
encouragement of many kinds of relations with Poland, pursued effec- 
tively by private foundations as well as by official agencies, may pay 
great dividends on a very small investment. 


5. The case of Communist China 


The Eastern European countries are too small to threaten the peace, 
and are in any case dominated by the U.S.S.R. However, the increas- 
ing military and economic power of Communist China (not a Soviet 
satellite) may very well lead to further aggressive adventures for ter- 
ritorial and ideological ere it is apparent, moreover, that the 
U.S.S.R. will have less and less influence over the national-power de- 
cisions of China, which may entail more, rather than less, aggressive 
behavior by the junior partner. 

In these cireumstances the central issue of American policy has 
practically nothing to do with the hotly debated question of recog- 
nizing the Chinese Communist regime and admitting it to United Na- 
tions membership on some basis or other. Neither action would sub- 
stantially change the present situation, which is the product of Com- 
munist China's impressive efforts at rapid modernization. “ - 
nized” or not, the relative power of Communist China in Asia is in 
direct proportion to its industrial eo This growing power now 
significantly supports Mao Tse-Tung’s familiar and effective line 
against “imperialism” and for his “new democracy.” Thus all roads 
seem to lead back to the importance of economic development in the 
non-Communist parts of Asia, to serve as an economic and ideological 
counterweight to China. The economic progress of India and Japan 
in particular are of vital importance in preventing the “demonstra- 
tion effect” of economic growth to capture the imagination of the rest 
of Asia. These countries, as well as the less developed countries of 
Asia, would benefit from the rise of regional Asian arrangements in 
which Indian and Japanese successes in the economic field would en- 
able them to serve as an important source of the capital goods and 
technical assistance needed by the less-developed countries in the area. 
Whatever is done on the diplomatic level, we cannot be said to have 
recognized what is happening in China until we are making far more 
vigorous efforts to produce a contagious success in economic develop- 
ment on freedom’s side of the Bamboo Curtain. 


G. Tue Mirrrary StTanporr 


The rate of technological change in military weapons systems is 
everywhere acknowledged as a remarkable fact of these times. _ But 
the ramifications of some of the major changes have not yet. been built 
into U.S. foreign policy. : 
Weapons systems are presently subject to block obsolescence. Mis- 
sile-carrying submarines are replacing aircraft carriers. Ballistic 
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missiles are replacing manned bombers. With these changes has come 
a shift in the very basis of military strength. As the industrial needs 
of war have become less, its research and development needs have be- 
come greater: the factory has given way to the laboratory, and ex- 
penditures on research and development are now a better measure of 
strength than expenditures on manufacturing. 

Changes in military weapons not only affect research, development, 
and production policy, but foreign policy as well. In the one as in the 
other, there have been serious lags in the adjustment of policy to pos- 
sibility—as indeed one would expect, for nothing has proven more 
difficult in the light of history than has the creation of doctrine for 
the rational use of any new weapon. Thus in the decade since World 
War II there have been a number of areas where, with the advantage 
of hindsight, we can see that U.S. military policy has lagged well be- 
hind military technology. Surely the pohey of slicing the budget 
three ways, one more or less equal slice for each of the three services, 
as was the case in the years before the Korean war, failed to take due 
account of the increased role of airpower. Likewise the money spent 
on trying to increase the range of manned aircraft through the de- 
velopment of the guided air-breathing missile would have been real- 
located had developments in ballistic missiles been given the atten- 
tion they warranted. 

Even more difficult than relating doctrine to technology is the task 
of relating changes in military technology to changes in the range of 

litical possibilities. In afterthought 1t seems extraordinary that 
cron Korea some military experts believed that the atomic bomb 
had made all other forms of warfare obsolete, If military policy is 
to relate to foreign policy, then changing military requirements must 
be considered with respect to the foreign policy alternatives these 
requirements either open up or foreclose. Furthermore, military 
requirements must be anticipated if adequate leadtime is to be given 
to changes in direction in foreign policy, and if the latter is not to 
tag along several years behind the march of military technology. 

"Phe trend in military requirements will shortly allow for greater 

flexibility in our relations with our allies. Yet at the same time the 
military is becoming a less flexible instrument of foreign ee vis-a- 
visthe enemy. This apparent paradox is easily explained: the weap- 
ons of mass destruction will, over a 5-year time span, no longer need 
some of their present overseas base structure, and, concurrently, the 
weaponry designed for less than total war will have become even more 
difficult and more dangerous touse. Asthe shift ismade from manned 
aircraft to long-range missiles, both water and land based, the possi- 
bility of releasing bases, with the exception of those few needed for the 
pre-positioning of troops and supplies for brush-fire wars, becomes a 
reality. 

Rev limitations on the future of limited war reinforce the need for 
new thinking in the never-never land between diplomacy and war. 
Substantial parity in atomic weapons and in the means of their de- 
livery between the United States and the U.S.S.R. will very soon be 
a fact. Logistics for limited war have become more difficult with the 
growing obsolesence of U.S. transport fleets and the increase in the 
enemy’s submarine and mine threat. Support from bombers carry- 
ing high explosives has become less significant with the introduction 
of the atomic arsenal. Because of all these developments, wars of less 
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than total, or near total, dimensions have become more difficult for the 
United States to fight. Objectives for such “minor” actions, except 
as a very important adjunct to a diplomatic warning system, tend to 
be elusive—“victory” and “surrender,” in historic terms, become policy 
nonsense. 

Thus the emerging trend in meinary possibilities makes urgent the 
consideration of a wider latitude of foreign policy alternatives. By 
making the military an increasingly more deadly, less stable, and 
hence less usable instrument of policy, military technology is simul- 
taneously outmoding military participation as an active ingredient of 
policy. This in turn means that diplomacy, and other. nonviolent 
aspects of foreign policy, must be given a new importance in the 
security arrangements of this Nation. In this the mi ae as educa- 
tors, rather than as fighters, can play an extremely significant role; 
if the military can foretell the future developments in weaponry, 
perhaps international diplomacy can make it more probable that the 
newest weapons will not have to be used. é 

Two examples will suffice to illustrate how the indicated changes in 
military technology might open up new opportunities in our foreign 
policy during the next few years. 


1. Withdrawal from overseas bases 


Since the war in Korea the necessity to expand the base structure 
of the Strategic Air Command outside the continental limits of the 
United States has dictated the acquisition of a considerable number 
of military bases in foreign countries. In many cases this military 
necessity has been in min oh with the close and amicable relations 
which U.S. diplomacy seeks. Major or minor conflicts have arisen not 
only with the countries directly involved but with other allies as well. 
There have been difficulties in Japan and the Philippines, in Iceland, in 
Spain, in North Africa, in Turkey and the Midile East. However, 
U.S. policy can now look forward to a future in which these bases will 
no longer have the high military priority which they have had in 
the past. Intercontinental ballistic missiles and missile-carrying sub- 
marines will shortly modify drastically the requirement for the present 
base structure. To keep policy abreast of the anticipated changes in 
military needs, U.S. policymakers should consider the following: 

First, one quite critical complication may well involve inihentte art- 
mental differences between the Pentagon and the Department of State. 
The military, who will be criticized only if they give the Nation too 
little protection, may tend to continue to maintain overseas bases 
after their present priority has descended to a relatively low level of 
necessity. Here the balance between military desirability and political 
liability must be constantly reexamined. Withdrawal should be given 
the earliest possible consideration, so that the greatest possible polit- 
ical capital can be made of it. In some places, even a somewhat 
premature decision to withdraw may be referable to staying so long 
that we are thrown out, with long-range ill effects that undermine our 
security position in nonmilitary ways. 

Second, as politically desirable as withdrawal most certainly is in 
many cases, there are others in which it can be a political handicap. 
In some areas, U.S. military spending makes a substantial contribu- 
tion to the national economy. In Libya, for example, it is one of that 
new nation’s biggest “industries.” Some way will have to be found, 
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therefore, to offset the economic depression which withdrawal would 
otherwise leave in its wake. 

Third, the embarrassment of political friction in those areas which 
are used for the pre-positioning of troops and supplies for limited war 
situations makes consideration of alternate areas mandatory. If the 
troubles to which the stationing of U.S. troops on Okinawa has given 
rise were to continue after the need for a SAC base had ended, it 
might, for example, be wise to inquire into the possibility of shifting 
limited war forces to Australia or to some other area where they 
would be welcomed. Modern technology, including faster air trans- 
port, may sometimes make it possible to pre-position troops and mate- 
riel at alternate bases even for so-called “brush fire” wars. 

2. The policy of alliances 

U.S. military alliances as an integral part of the maintenance 
of overseas bases have been considered a necessary part of the 
Nation’s security complex since World War II. The nation which 
is willing to harbor U.S. military forces naturally expects a firm 
U.S. commitment on its behalf. Where there is such heavy in- 
volvement as harboring troops, there must be surrender by each 
party to an alliance of some segment of national sovereignty. 

On the other hand, there is serious question as to whether it is in 
the U.S. national interest to enter indiscriminately into alliances with 
other nations where there is no such overriding commitment. Con- 
versely, there is a question as to whether it is in the interest of allying 
nations either. For both parties, military alliances put policy in a 
straitjacket through legalistic and doctrinaire insistence on precom- 
mitment. Seeking alliances for their own sake is the shadow of 
policy, not its reality, for alliances may serve as a substitute for polit- 
ical creativity. In postwar U.S. foreign policy they have done just 
this both in the Middle East and in southeast Asia. 

The collecting of allies has a number of policy disadvantages in 
addition to the basic one mentioned above. U.S. alliance structures 
accentuate the world’s divisions. They tend to alienate otherwise 
friendly neutrals who bridle at what they consider unjustifiable mis- 
understanding and who fear the military preparations which neighbors 
aremaking. (The effect on United States-Indian relations of arming 
Pakistan is the obvious case in point.) They create expectations on 
both sides which can lead from frustration to bitterness to disagree- 
ment when, as is frequently the case, the expectations remain unful- 
filled. Alliances tend to emphasize what may well be less important 
and shorter run values to the detriment of those which are more impor- 
tant over the longer run. Particularly in the world’s newer states 
they overvalue military expansion as against economic progress and 
political development. 

Finally, alliances are extraneous in any absolute sense. Those na- 
tions whose interests are consonant with the United States are fully 
aware that the protection of the United States is theirs without formal 
ties. It is inconceivable, for example, that a serious Communist Chi- 
nese threat to Japan on one side of the world or a serious Soviet threat 
to Sweden on the other would fail to provoke an equally strong U.S. 
response whether a binding agreement had been signed or not. On 
the other hand, a treaty with Tibet would hardly have saved that 
unfortunate nation from invasion by the Communists. 
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Until our attitude toward alliances is modernized by moving away 
from a needless rigidity, it is hard to get either ourselves or our friends 
abroad into a proper frame of mind to consider cooperating in regional 
institutions for the nonmilitary purposes which may, after all, turn 
out to be the critical ones. Concurrently, planning must take into 
its range of thinking the possibilities of dealing unilaterally and 
within the framework of loose regional organizations, and less within 
the present restrictive framework of U.S. alliance structures. 


3. Limitation and control of armaments 


The U.S. record of leadership toward limitation and control of 
armaments has been honorable but spasmodic. In recent years we 
have allowed the initiative, as much of the world sees it, to fall into 
the hands of the Soviets. And we have frequently appeared to ob- 
struct progress toward goals which, however utopian they may be, 
nevertheless express the yearning of all mankind. The United States 
can afford neither the luxury of drift and unconcern nor the posture 
of cynicism in a matter of such paramount consequence everywhere 
in the world. 

If the moral argument for continuous effort at reaching worldwide 
disarmament agreements were not compelling, the practical advan- 
tages would in themselves be sufficient. A permanent policy of keep- 
ing disarmament negotiations continuously active by the frequent 
introduction of new proposals which are workable, if modest, would 
relieve the United States of the embarrassing and too common ne- 
cessity of reacting merely negatively to the more grandiose occasional 
proposals of the Soviet Union. The neutrals of the uncommitted 
world have already displayed a strong desire to accept U.S. leader- 
ship in this field by their quick response to those proposals (like 
President Ejisenhower’s “open skies” suggestions, or “atoms for 

ace”) which the United States has one Contrarily, they have 

n bitterly critical of our reluctance to stop the testing of massive 
H-bombs. 

An appropriate institution within the total U.S. foreign policy 
complex, charged with responsibility for a continuing disarmament 
policy, might also devote its resources to thinking in advance about 
such matters as withdrawa! from bases, when military technology 
indicates, and planning for readjustments in the U.S. economy and 
in U.S. overseas operations in the event of successes in disarmament 
negotiations. It may be that we can in the future profit from the 
unfortunate experience of sending an eminent politician to conduct 
disarmament negotiations before a world audience without the back- 
ing either of an policy or of the institutional capability of 
producing one. There is today no full-time technical staff continu- 
ously engaged in the analysis of the highly complex problem of in- 
spection and measurement of modern weapons; in the development of 
new strategies for arms limitation and control that reflect the latest 
developments in technology; or in continuous negotiation with other 
nations on these matters. It is time for this function to be built into 


U.S. foreign policy as a permanent concern and a continuous 
operation. 
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CHAPTER II 


THE OPERATIONAL APPROACH 


In the preceding section we have suggested the U.S. attitudes ap- 
propriate to three main streams of contemporary change—the mul- 
tiple revolution in the free world, the growth of Soviet economic 
strength, and the rapid shifts in military technology. We found that 
the appropriate U.S. response to each of these challenges seemed to be 
a conscious effort to participate in a variety of ways in building ef- 
fective governments and viable economies in the free world. Given 
such attitudes, it becomes possible to address ourselves to the nature 
of the foreign operations required, asking at every stage the key ques- 
tion: Are we taking into account the accelerating pase of change and 
the deepening mutual involvement of every people in other people’s 
intental afaiee ¢ 

Foreign policy objectives can be stated in broad, genera] terms or 
in specific, operational terms. Both levels of abstraction are neces- 
sary and useful, but they cannot be used interchangeably. At a suffi- 
ciently high level of generalization, our national aims can be stated 
quite simply and with apparent forcefulness. Thus, “preserving the 
peace of the world,” “maintaining the independence of sovereign na- 
tions,” and “assisting economic development,” are obviously appro- 
priate aims of U.S. foreign policy; they are at a high moral and ethi- 
cal level; they have almost universal acceptance and appear easy to 
understand. But neither simplicity nor forceful language make these 
objectives meaningful; verbally, at least, such U.S. basic objectives 
would largely coincide with those of the Soviet Union. What gives 
them meaning is to spell them out in terms of the institutions required 
to achieve them, and the actions we Americans intend to take, offi- 
cially and unofiicially, to help create and support such institutions. 
When a purposeful trip is being planned, it is not enough to know 
that a destination is a ae way off; the relevant policies have to do 
with where one is going, how many miles or kilometers must be 
traveled, the means of travel, and the approximate schedule for de- 
parture and arrival. 

Thus, “to encourage the growth of democracy in newly independent 
countries” is often given as a U.S. forei i objective. No rea- 
sonable citizen could object to this; yet Se much real guidance does 
it give to U.S. mission personnel working on such diverse problems as 
immigration cases, weapons requirements, communications systems, 
church-state relations, investment levels, water supply, trade deficits, 
and debt management? To encourage democracy requires many “op- 
erations” to start new institutions and undermine old ones, support- 
ing some kinds of social and political change and changing others. 

A complete inventory of relevant operational approaches would 
make this much too bulky a report, ranging in subject matter from the 
intricacies of tariff policy to the problem of improving Hollywood’s 
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contribution to the image of America abroad. We have therefore se- 
lected three areas of concern, all of them related to the emergent coun- 
tries of Asia, Africa, and Latin America, which illustrate how an 
operational point of view can help us build a “forward lean” into 

S. foreign policy: 

First, in a world of frequent and sudden political mutations, it is 
often more important for the United States to get along with the 
“next government” in a foreign country than with the regime of the 
day. hat can we do about it? 

Second, in order to disprove the Leninist thesis that the poor na- 
tions will get poorer while the rich nations get richer, a massive 
transfer of capital resources will be needed from the more developed 
countries to the less developed. But with “institutional absorptive 
capacity” so low in many of the latter, how can such a transfer in fact 
be arranged ? 

Third, the march of technology makes many small countries unable 
to function adequately as modern nations at the very moment when, 
after much struggle against colonial masters, they finally become “in- 
dependent.” ‘There is in consequence a strong case for the develop- 
ment of regional institutions. But which kinds of regional institu- 
tions should be promoted, for what purposes? And what can the 
United States realistically do about promoting regional institutions in 
the world’s main culture areas? 

If the kinds of action suggested under these heads represent reason- 
able U.S. policies, then the failure to act along the indicated lines must 
be put down as a foreign policy failure no matter how resounding may 
be our public espousal of peace, progress, welfare, or independence. 


A. Worxine Wirn toe “Next GovernMENT” 


Regarding any contemporary government one statement can be 
made with fair certainty: the “ins” are on their way out. In some 
countries the chronological age of certain strong rulers makes this 
easy to perceive, and although such rulers have achieved a certain 
immortality as far as historians are concerned, their span as political 
executives has but a few years at most to run. Other societies are 
subject to such political turbulence that violent upheavals are pre- 
dictable—even though, like active voleanoes, the degree and et 
of eruptions cannot be foretold. Most of the artificial, war-create 
Arab nations of the Middle East are in this volcanic category; racial 
strife and class struggle in East Africa, South Africa, and some 
countries of Latin America create similar prospects for impetuous 
alteration of the status quo. Some “nations,” like Burma and Indo- 
nesia, are so rent by internal tensions that violent political change 
seems a continuous process. Colonial areas look forward to casting off 
the chains which, however oppressive, did make them effective political 
units; their future is predictably full of surprises. In the more stable 
countries of Western Europe, and such semimodernized polities as 
Brazil and Turkey, elections and constitutional prescriptions guaran- 
tee a relatively frequent turnover among the policymaking executives 
of government; in the United States such turnover is now made manda- 
tory by the 22d amendment to the Constitution. Even in the totali- 
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tarian countries the insurrection in Hungary, the liberalization of 
Polish communism, and the recent abbreviation of tenure for such 
Soviet leaders as Molotov, Zhukov, and Malenkov, suggest the presence 
of a principle of political change more fundamental than any doc- 
trinal “ism.” 

While the United States was a more youthful nation, the slower 
changes then typical in most parts of the world gave us little con- 
cern. Indeed, the idea of continuous progress crept into European 
and American literature and deeply affected our expectations about 
the performance of our economy : if things were not constantly getting 
better and fashions constantly changing, most Americans felt restless 
and dissatisfied. But when a nation reaches the head of the queue in 
economic satisfactions, any relative increase of power or wealth else- 
where can easily come to resemble retrogression. Thus it is that the 
image of an America which believes in constant progress has come to 
be blurred, especially since World War II, by another image of undis- 
criminating support for existing governments, of resistance to change 
by supplying resources, often including arms, to monarchs, dictators, 
and landowning politicians who, whatever their short-term value as 
——— military allies, have often proved insecure in their tenure. 

n the emerging countries of Asia, Africa, and Latin America this 
has been especially serious. Where the status quo is regarded as in- 
tolerable, the elements resisting change are seen as the common enemy. 
For example, most of the poorer countries identify progress with in- 
dustrialization. To the leadership of these countries, the construction 
of factories is not only a way of increasing productivity and thus rais- 
ing both consumption and investment, but also a matter of national 
prestige; as a consequence, modern plants have sometimes been “para- 
chuted” into underdeveloped areas without provision for the small- 
industry support and urban services essential to the operation of a 
large industrial enterprise. U.S. experts, reflecting their more jaded 
view of the still somewhat mysterious processes of economic growth, 
have often said out loud that industrial projects are neither a panacea 
for poverty nor a royal road to better living, that they can be so ill- 
timed as to be wasteful of the limited capital available, and that they 
must be weighed against the advantages of other types of projects. 
Such U.S. attitudes have been reinforced by the sincere desire of many 
Americans to stimulate the private sector in underdeveloped econo- 
mies—often, in fact, by an ill-concealed conviction that it is immoral 
for a government to establish a factory that might conceivably be 
developed by private industry. The result is a widespread feeling, 
especially in Asia and Africa, that the United States opposes the in- 
dustrialization of the less developed countries, and this in spite of the 
hundreds of substantial factories that have sprung up around the 
world in direct response to the stimulation of American private and 
public enterprise. 

There are ironies here aplenty, for the expectation of change is 
partly the result of our own well-advertised demonstration that people 
can live better if they organize to produce more and divide it up more 
equitably. The changes that undermine the political “ins” are, in fact 
partly the product of stimulation by U.S. action programs—techni 
aid that remolds institutions and mixes new cultural traditions with 
the old, dollar investment that changes the rate and direction of a 
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government’s use of its own resources, military training that is de- 
signed as preparation for troop command and turns out to be educa- 
tion for the exercise of civilian governmental responsibility. Yet be- 
cause governmental leaders in many of the “underdeveloped areas” 
come from the wealthier classes and resist rapid social change once 
they get to the top, U.S. programs in support of their governments 
have fon widely (if often falsely) identified as opposing change and 
as designed to shore up a crumbling status quo. The consequence 1s 
that when inevitable change does occur, the mere fact of change ap- 
pears to be a U.S. “failure’—and sometimes, indeed, is embalmed in 
our domestic politics as such. 

Can something be done about this state of affairs besides describing 
and deploring it? Two kinds of foreign operations are surely in- 
dicated. The U.S. Government is engaged in both, to some degree 
unconsciously : 

We need to keep effectively in touch with every element of real 
power, across the whole spectrum of non-Communist politics, in 
every foreign country to which we have access, 

We would do well to concentrate our major foreign operations— 
economic aid, military assistance, technical advice, public and 
private investment, information and cultural activities, educa- 
tional exchange, and relief work—in SIRP PS of those institutions 
and programs, aeeng and new, which promise to survive the 
transitory ambitions of individual regimes. And we may as well 


face frankly the truth that this goes far beyond “keeping in 
touch,” for in prosecuting such programs and building such in- 
stitutions we help induce social, economic, and political change 
and actually speed up the already breathtaking pace of events. 


1, “Keeping in touch” 

An operational view of political change in foreign countries does 
not, of course, require us to abandon the traditional diplomatic prac- 
tice of accrediting our Government’s official representatives to con- 
temporary governments in other nations. It is not here suggested, for 
example, that the U.S. Ambassador to the Cuban Government of Ful- 
gencio Batista should have been spending half his time up in the hills 
of Oriente Province with the brothers Castro. But somebody should 
have been doing so. There is now no country in the world whose 
changing internal “power structure” is irrelevant to U.S. foreign 
policy. 

The means of getting acquainted with political “comers” and poten- 
tial “next governments” are ready at hand. Any “next government” 
must demonstrate a lively interest in a better life for all, and must also 

the organized security forces to maintain a reasonable degree 
of domestic tranquillity. Consequently, the two main ladders of 
power in most of the emergent societies are economic development pro- 
grams and military organizations. If we had set out to find the best 
ways to relate the United States to the forces most likely to ride on the 
wave of the future, we could hardly have done better than to have 
established wide-ranging programs of economic, technical, and educa- 
tional assistance, and (in avowedly friendly countries) cooperative 
arrangements for the provision of weapons and the training of mili- 
tary personnel. 
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An American technician assigned to work with a minister of agri- 
culture or a provincial governor may be getting on a first-name basis 
with the next prime minister; an American colonel working with his 
opposite number in a local military establishment may (whether he 
knows it or not) be molding the attitudes toward political or eco- 
nomic institutions of the next military dictator—or the power behind 
the next civilian cabinet. The fact that most technical advisers and 
Army officers do not see themselves in this larger role does not make 
the relationships they establish less important to “American foreign 
policy.” Ignorance, the absence of “a sense for politics,” and the lack 
of training and instructions appropriate to the role have caused the 
missing of many opportunities in recent years; recent events in Egypt, 
Traq, and Burma come readily to mind. 

Outside the official channels (including the “officially unofficial” 
operations of the intelligence agencies) there is a vast range of con- 
tacts by organizations and individuals which can often, with modest 
encouragement from those in charge of official foreign relations, 
reach into strata of a society which cannot as easily be penetrated by 
a diplomat or USIA official or even an ICA engineer in his shirt- 
sleeves. Of the 1,590,000 Americans abroad at the end of March 
1959, more than half a million were connected neither with the mili- 
tary nor with civilian Government agencies but with private enter- 
prises ranging from business firms to mission boards. 

In trying to reach “next governments,” therefore, we have the in- 
comparable asset of our own pluralism. The businessmen, mission- 
aries, teachers, students, relief workers, journalists, and even the 
hundreds of semiprivate enterprises (consulting firms, universities, 
and others) that subsist on U.S. Government contracts abroad, are 
all free to widen their contacts beyond the Capital City cocktail cir- 
cuit—though many of them do not. The New York Times editor who 
visited. Fidel Castro in the hills; the Fulbright scholar who got ac- 
quainted with General Kassim before the bloody revolt in Iraq; the 
labor union official who helped build up the non-Communist trade 
union movement in Italy; the agricultural expert from an American 
foundation who managed Guatemala’s land. reform program; the 
professor on a foundation grant who helped India’s civil servants 
strengthen the professionals’ hold on the machinery of government in 
New Delhi—all these and thousands more established relationships 
which would have been inconceivable for a Government official. The 
Soviets have reason to envy us our pluralistic ways. They cannot 
honestly draw even a fuzzy line between the actions of private persons 
and those of public officials abroad—even though Khrushchev rather 
wistfully announced, on arriving at an industrial fair in Eastern Ger- 
many some months ago, that he came representing “business circles in 
the U.S.S.R.” He surely wishes he had available such a range of 
private contacts, such an infinite crisserossing of lines of interest and 
influence, such a remarkable variety and extent of channels of com- 
munications, as we have. But sometimes we seem hardly to know we 
have them. 

To overorganize our plural contacts abroad, assuming that were 
possible, would immediately destroy their usefulness. But a better 
official recognition of the relevance to U.S. foreign policy of this web 
of communications, and its greater use and encouragement by U.S. 
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officials, would result in improved relations with the “next 
government.” 

The operations implied here are quite different from taking part in 
a cee eee political struggles, openly supporting one faction 
or another. Experience has shown that such support by the U.S. 
Government, or even by a large American business firm, is often a 
ie erage liability to the faction supported, and likely to result in our 

ing cut off from effective contact with any “next government” com- 
posed of elements opposed to the “American party.” Our cue is 
precisely not to have an “American party,” to position our foreign 
operations so that they can constitute a basis for mutuality of interest 
between the United States and a wide variety of social philosophies, 
institutional forms, and political personalities. The Communists 
have no such freedom of movement in establishing relationships with 
the emergent countries. Their apron strings are tied to loca] Com- 
munist parties no matter how incompetent or overanxious those 
parties may be; the disadvantages of this arrangement recently be- 
came clear in the Kerala Province of India, where the local Commu- 
nists overplayed their hand and were displaced by action of a vigilant 
central government. 


2. Supporting programs rather than regimes 

While U.S. foreign policy must avoid taking sides in the formal pol- 
itics of a foreign country, it must also take into account the obvious 
fact that U.S.-supported programs have significant political effects. 
What is needed is a careful analysis of the direction of internal social 
and political change in each country and region, and a deliberate ef- 
fort to help each country develop the institutional structure most con- 


ducive to effective self-government and cooperative participation in 
building a world order in which change can take per without major 


violence. The U.S. operations resulting from such an analysis should 
have a common characteristic, that they not merely resist types of 
change we do not like but induce the kinds of changes we do. A few 
examples will illustrate the point. 

Land reform programs often induce changes that are both economi- 
cally important and politically popular; their consistent. support in 
many places would help identity the United States as promotin 
progress rather than defending the status quo. “Land reform,” o 
course, has different meanings in different contexts, ranging from 
mild reduction of rentals to drastic —— in the ownership of land; 
but by and large the desirability of enabling the land to be owned by 
the men and women who work it would gain wide acceptance as a 
principle of U.S. foreign operations. The United States might well 
plan to commit a sizable sum each year to help reorganize land use in 
the world’s less developed areas, and entrust to the United Nations 
(through the Food and Agricultural Organization and the U.N.’s 
regional economic commissions) the working out of detailed plans for 
the pee of these funds. 

US. support for schools and ae likewise represents a wager on 
the future of the nation in which they are built. An education pro- 
gram should, of course, be accompanied by development activities 
which put the newly educated youngsters to work; we have witnessed 
enough examples already, in pre-Communist China and elsewhere, of 
U.S. help in producing a new class of well-educated unemployed. But 
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basic educational institutions have the double advantage, as a target 
for U.S. foreign operations, that they tend to survive changes in po- 
litical leadership and can also be expected, over time, to train more 
responsible leaders for the “next governments” of the future. The 
several American colleges and universities in the Middle East have 
had a profound influence on the outlook of two or three generations 
of national leaders in that region. 

In many countries, also, university students play a leading role in 
national politics even before they finish their formal education. Some 
universities, indeed, serve as incubators for revolutionary movements 
not only in their own country but in others, through organizations of 
refugee students from neighboring dictatorships; this is notably true 
in Latin America. U.S. educators associated: with foreign universi- 
ties as visiting professors, administrators, or advisers may thus be 
advantageously situated for establishing political rapport and influ- 
ence with the leaders of the future; politically mature exchange 
students from the United States have a similar opportunity. 

Health programs have traditionally been a popular form of techni- 
cal assistance. In this field the dilemmas produced by rapid tech- 
nological change and deep involvement in other ple’s internal 
affairs will soon be well ilfustrated by the comi ebate about sup- 
port of population control programs by the U.S. Government. A few 
experiments have already tested the feasibility of spreading birth 
control information in areas where eee wth (partly result- 
ing from the very success of past efforts in public health and sanita- 
tion) presses unduly on the supply of food. e President’s Commit- 
tee To Study the U.S. Military Assistance Program (the Draper com- 
mittee), in its report of July 13, 1959, on “Economic Assistance Pro- 
grams and Administration,” has already dipped its toe into this boil- 
ing water by proposing that the United States cooperate officially with 
other nations “in the formulation of practical programs to meet the 
serious challenge posed by rapidly expanding populations.” It is es- 
pecially important, in dealing with such a topic, for the United States 
to be able to work with and through international organizations in 
order to minimize the pressures of national politics in such a matter. 

Military training, in some countries, is virtually the only major 
means of education for public responsibility. In the past few years, 
more than a dozen national governments have been taken over by the 
armed forces; in several others there were abortive military coups. 
One way or another, the military are a major factor in the politics and 
government of most Asian, Middle Eastern, and Latin American 
nations. Americans, in whom the principle of civilian control over 
the armed forces is deeply ingrained, tend to deplore such military 
intervention in politics. But given the conditions that prevail in 
many newly emerging nations, it is to be expected, and sometimes 
may be an instrument of progress. Institutional weaknesses, govern- 
mental oe lack of political traditions, and deep social 
divisions—often aggravated by the. need to contend with almost in- 


superable economic pressures—may produce an intolerable degree of 
governmental instability, threatening major disruption of the social 
order. The apparent unity and discipline of the army stand out in 
sharp contrast, and a military regime is likely to seem an acceptable, 
even an attractive, alternative to the prevailing chaos. 
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In a number of countries, moreover, where wealth and family posi- 
tion offer the only keys to advancement in most fields, a military 
career may enable young men of the lower classes to gain an educa- 
tion, and achieve positions of responsibility and command, largely 
through merit. It is not surprising, therefore, that where no strong 
tradition of representative government exists, the armed forces may 
come to regard themselves (and often to be regarded) as an essentially 
democratic institution, as the guardian of national integrity, the 
scourge of corruption and injustice, and a principal force for social 
progress. These sentiments, reinforcing and justifying the human 
urge for power, afford constant temptations to seize the reins of gov- 
ernment—and, of course, if the military are reasonably united they 
can readily do so in the absence of restraints by more powerful forces 
from the outside. They may well succumb, to be sure, to the same 
pressures that discredited their predecessors, but sometimes a mili- 
tary regime has introduced, at least temporarily, greater order and 
integrity into the government of its country. In any case, the mili- 
tary remain, for good or evil, a force to be reckoned with. Key mili- 
tary leaders, even if they do not dominate the current government, 
are generally a major factor in the political equation, and they may 
well control or constitute the next government, and the one after that. 

Thus trained officers often find themselves projected into civilian 
government responsibilities because they are among the few leaders 
who are at home with the complexities of large-scale public manage- 
ment. But managing a government, including its foreign relations, is 
a far cry from commanding troops; it requires, for example, some 
sense of the nature of economic growth, some exposure to the mysteries 
of public finance, some experience with international as well as do- 
mestic politics. By and large U.S. military training skips these chap- 
ters of human experience; even in the U.S. Defense Department’s 
training program for American officers assigned to the military assist- 
ance advisory groups abroad, there is a striking emphasis on learning 
the details of MAAG procedures, at the expense of time for discussion 
of the military’s political role in foreign operations. A serious review 
of our own training programs for foreign military personnel might 
suggest the assignment to our own MAAG’s of officers with civilian 
government experience who are competent to deal with the political 
executives and civil administrators of the future. 

To sponsor activities in each country which promise to commend 
Gieatives to the “next government,” to build institutions and pro- 

ms rather than merely formal intergovernmental relationships— 
ese modern ways of carrying out a foreign policy do not require the 
snubbing or ignoring of existing governments. Onite the contrary ; 
all U.S. foreign programs operate with the approval and support of 
existing governments. The latter request and approve projects, regu- 
late the flow of Americans in and out of their country, and accept 
many of the resultant financial and administrative burdens. What 
a modern foreign policy does suggest is 
(a) The avoidance of “shadow projects” that advertise im- 
provements but are designed primarily to benefit groups in 
ower; 
f (6) An emphasis on a few long-term programs of major sig- 
nificance, rather than a host of miscellaneous small projects 
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which may fit some theory of “program balance” but make it 
hard for people at large (whether in the foreign country or in 
the United States) to form any clear image of the purposes of 
US. participation ; 

(c) The value:of working through multilateral organizations 
which when astutely managed can become deeply involved in the 
touchiest “domestic” decisions of member countries without rais- 
ing issues of national sovereignty. The importance of this last 
point is so great as to justify a further word on the subject. 


8. The advantages of multilateral management 


Economic development, with all that it implies in terms of increased 
welfare, security, and status, is the universal aspiration of the emerg- 
ing nations of the world. To associate U.S. policy with progress to- 
ward this objective offers the broadest and best means of identifying 
ourselves favorably with the flow of change, and at the same time of 
influencing its direction and emphasis. Our involvement in economic 
development activities should bring us into constant, intimate associa- 
tion with the actual and (even more) the future leaders of these coun- 
tries, providing countless opportunities to foster a sense of identity 
between their national aims and ours, and to transmit to them some- 
thing of the spirit and value of our way of life. This has been a 
principal purpose, and a very sound one, of our espousing the “prin- 
ciple of jointness” in our economic aid programs. There is no doubt 
that many of the binational agencies which the United States has 
sponsored—such as the Joint Commission on Rural Reconstruction in 

aiwan and the many different types of servicios in Latin America— 
have contributed substantially to this purpose. 

But there should likewise be no doubt by now, after more than a 
decade of experience with foreign aid, that the bilateral relationship 
seriously limits the effectiveness of such an association, especially 
when it touches on the central issues of economic and social policy that 
underlie investment programs or technical assistance projects. The 
decisions taken on these questions, by some twoscore countries in Asia, 
Africa, and Latin America, may determine for the indefinite future 
whether or not we can achieve a truly viable relationship with a third 
of the world. But we are gravely handicapped—in some countries, 
indeed, we are effectively debarred from participation and influence 
in these decisions—by the bilateral groove in which most of our efforts 
in support of economic development have been caught. 

The essential reasons are not difficult to see— 

(a) The crucial policy and programing decisions in economic 
development raise touchy political issues, vitally affecting local 
special interests, in which it is wholly inappropriate, and would 
often be unwise, for the United States as a government to be 
directly involved. 

(6) Self-respecting sovereign nations, especially if they are 
new and insecure in their sovereignty, will normally be afraid 
to let. a powerful foreign government participate in considering 
such basic questions. 

There are two means of escape from this predicament. One is to 
give maximum encouragement to nongovernmental organizations such 
as business firms, universities, and private philanthropic foundations. 
Organizations such as the Ford Foundation’s office in India can often 
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establish more intimate and effective relationships with foreign gov- 
ernments than a U.S. Government agency could possibly do; some- 
times this principle holds even when the “private” agency is working 
under contract to an American Government agency. 

The other escape, valid for the wide range of activities which can 
only be carried on at the government level, is to work with and 
through international agencies. There is a strong case for making 
an effective multilateral organization our agent for economic develop- 
ment and doing our best to persuade like-minded industrial countries 
to use the same agency for promoting sound progress in the emergent 
countries, 

Such a multilateral framework would help substantially to reduce 
the political and psychological barriers to intimate collaboration, to 
deflate the issue of “intervention,” and to permit basic development 
problems to be considered and worked out between the emerging coun- 
tries and ourselves in reasonably objective fashion. An international 
agency for promoting economic development—in whose establish- 
ment the countries of Asia, Africa, and Latin American have taken 
part, whose terms of reference they have explicitly approved, and in 
which they are effectively represented—cannot be regarded by them 
as “foreign” in the same sense asa U.S. Government organ. Nor can 
such an agency reasonably be excluded from concerning itself with 
its members’ domestic policies and programs, for such concern is the 
essence of its agreed function of promoting sound development. 
These may appear somewhat abstract, verbal distinctions—and it is 
not suggested that they are absolutely or universally applicable—but 
they have very real and wide significance in practice; the experience 
of every international agency bears witness. A number of American 
staff members of the World Bank, for instance, have found that their 
international sponsorship permits them to work in relationships of 
trust and influence with the local government that they could never 
achieve working out of the embassy or the ICA mission. 

Other considerations also weigh heavily in favor of using multi- 
lateral channels in this field. There is no reason why the Americans 
should bear the whole burden and responsibility of assistance to de- 
velopment; in fact, there is every reason why we should not. The 
Western European countries, Japan, Canada, and some others have 
the same stake as we in keeping the free world free and increasing 
its strength and unity; and they have substantial resources of capital, 
skills, and experience that should certainly be enlisted in the common 
effort. A multilateral approach, moreover, provides a tangible dem- 
onstration of the free world’s unity of interest and purpose; mini- 
mizes the danger of “development” programs being twisted into in- 
struments of commercial rivalry among the industrial nations outside 
the Soviet bloc; and offers a challenging outlet for the energies of 
these nations, a lift for their morale potentially comparable in psy- 
chological significance to the settlement of frontier areas in the 18th 
and 19th centuries. The multilateral approach also serves to discredit 
suspicions that persist in some circles in Europe, as well as in the 
underdeveloped world, that our aim is to substitute an American 
imperialism for European colonialism. , 

This argument for multilateralization of assistance to economic de- 
velopment runs counter to the widely held view that all economic aid, 
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like our other overseas operations, should be kept available for the 
managers of our foreign policy to bring to bear on the.issues or 
negotiations of greatest current importance. But this is to mistake 
the purpose and value of our participation in economic development. 
If it is to express the genuine mutuality of interest between our na- 
tional interest and the interests of the emergent countries, this par- 
ticipation of ours must be conceived as an instrument of long-range 
strategy. The indiscriminate use of economic aid as an all-purpose 
tactical weapon, in every crisis and for all sorts of short-term ends, 
blunts and discredits it for its proper function. Both the Soviets and 
ourselves have found it difficult to “cash” economic aid in terms of 
short-range political benefit. It has been of doubtful, even negative, 
value in many of the situations to which it was casually applied, and 
its availability in such situations may have prevented or delayed con- 
sideration of real issues and ible solutions. A most distressing 
instance of this kind was the Aswan Dam incident and its aftermath, 
the Eisenhower Doctrine; the Soviets had an equivalent (and evi- 
dently more oe failure in Yugoslavia. 

The case seems clear, as a matter of policy, for multilateralizing 
US. efforts (and those of other industrial countries) to promote world 
economic development, insofar as possible. But we cannot put the 
United Nations machinery to work on a large scale unless and until it 
is organized for the job. It is not now so organized. The main 
features of the mechanism now required are discussed in chapter ITI 
of this report. 


B. Tue Errecrive TRANsFer or CAPIraL 


The idea of economic development has come to epitomize all the 
fundamental changes in technology, social outlook, and organization 
which are involved in the transition from traditional to modern socie- 
ties. Through close participation with the uncommitted, often dis- 
oriented new nations, the United States has unique opportunities in 
this revolutionary process to influence the direction and emphasis of 
their development and even their current attitudes and policies. 

Persuasive arguments for U.S. interest in the economic growth of 
its neighbors in the free world have been presented so frequently to 
the Senate Committee on Foreign Relations that it would serve no pur- 
pose to do more than summarize them here: 

(a) An expanding economy is vital to the strength and pres- 
tige of the kind of social system on which the free world must 
be based, one that includes freedom, opportunity, enterprise, and 
international cooperation. 

(6) A dynamic economy needs constantly widening horizons 
and new frontiers, and the underdeveloped areas of the world 
offer the most significant of such frontiers, the challenge to 
initiative and adaptation on which a free society thrives. 

(c) Without external help, the underdeveloped areas cannot 
hope to break the vicious circle of poverty, backwardness, and 
dependency against which they are rebelling, except through 
extremist measures that would set them, perhaps irrevocably, on 
an antidemocratic course. 
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(d) If-such an evil should prevail generally, or in certain cru- 
cial sectors of the free world, U.S. security and freedom would be 
gravely threatened. 

During the last decade, the U.S. economy has grown about 3.5 _r- 
cent a year, in real terms. Western European rates of growth dur- 
ing the same period were higher, averaging about 6 percent a year in 
real terms. In Latin America, the overall annual increase during the 
past decade has been quite vigorous—4.5 percent a year—although 
the variation among countries is startling. In Asia and Africa, ex- 
clusive of Communist China, the annual rates were much lower, prob- 
ably averaging about 2.5 to 3 percent a year. Thus the increase in 
production of goods and services'is barely ahead of the increase in 
population, which is between 1.5 and 2 percent a year. 

e absence of reliable production statistics and the sharp fluctua- 
tions in annual production ofthe agricultural products on which most 
of the underdeveloped countries are so highly dependent, make these 
estimates of rates of growth difficult to evaluate. Yet it appears quite 
reasonable to assert that over the past decade the quantity of goods 
and services available to the mass of people in the underdeveloped 
areas has increased only slightly—far less, in both absolute and rela- 
tive terms, than in the advanced countries of the free world. In other 
words, the poor countries have become relatively poorer. 

This state of affairs is hardly news to the Senate Committee on For- 
eign Relations. The importance of first achieving and then maintain- 
ing a satisfactory rate of economic growth in the free world has been 
repeatedly reaffirmed by Congress, and large economic aid programs 
have been a feature of the legislative program in every year since the 
end of World War II. During the past decade, some $45 billion have 
been transferred for military and economic purposes through bilateral 
channels alone, exclusive of U.S. capital invested in the international 
agencies, banks, and funds. The recent establishment of the Inter- 
American Development Bank, the U.N. Special Fund, and the U.S. 
proposal for the setting up of a new International Development As- 
sociation, are clear evidence that leaders of both the executive branch 
and of Congress believe that both more funds and improved channels 
of resource transfer are required. 

Congressional enthusiasm is somewhat less than unanimous and 
appears to be diminishing. Yet there is no informed person in this 
field who will allege that enough is being done by the United States 
and the other developed countries to achieve a rate of economic growth 
in the less-developed parts of the free world that satisfies either the 
political leadership of these areas or the requirements of a competitive 
situation in which the Communists are stressing the “demonstration 
effect” of their economies as the primary argument for conversion to 
their political religion. In spite of the large amounts of aid already 
transferred, it seems that they are not nearly enongh. 

How much is.“enough”? And what is involved, in terms of U.S. 
domestic policy, in making an adequate share of the required capital 
available out of the American economy ? 


1. The need for added capital 


Economists and other social scientists have not yet developed a good 
general theory of economic growth. However, their analyses have 
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succeeded in demonstrating, with a high degree of assurance, that 
certain factors are necessary, if not sufficient, in the process of growth ; 
among these, the appropriate role of government is important and 
may even be decisive. In economically advanced countries, growth 
requires appropriate monetary and fiscal policies, together with posi- 
tive actions to encourage international trade and to strengthen the 
machinery for international payments. In underdeveloped countries, 
economic growth requires, in addition to the above, the inflow of sub- 
stantial amounts of capital, together with the technical assistance re- 
quired to utilize this capital in the transformation of a traditional 
sociey into a modern one. 

The amount of additional funds now needed for the world’s less- 
developed areas depends not only on the rate of growth to be achieved 
but also, and perhaps primarily, on the ability to utilize foreign capi- 
tal efficiently, on the “absorptive capacity” of the underdeveloped 
countries. Judgments about the projected levels of efficiency and 
absorptive capacities vary with almost every observer in the field. 
Each projection makes different assumptions as to the desired goals of 
development, the efficiency of capital use, the ability of the country to 
raise and use domestic capital, the rate of private foreign investment 
and a host of other, equally important factors that are quite impos- 
sible to project with accuracy. 

An oversimplified example may illustrate the difficulties of making 
projections, as well as indicate the rough magnitudes involved, Ac- 
cording to recent estimates, U.S. aid is now going to underdeveloped 
areas with a population of 1.1 billion and a total gross national prod- 
uct (GNP) of about $165 billion, or a per capita GNP of about $150 
per year. Combination and translation into U.S. dollars introduces 
all kinds of inconsistencies, but still provides a useful, if rough, over- 
all measure. If the population of these areas is increasing at 1.5 per- 
cent a year, probably an understatement, then 16.5 million additional 
people are added each year. When the relationship between newly 
created capital and national product (the “incremental capital output 
ratio”) is 3 to 1, which is as low a figure as it is safe to assume over 
any extended period of time, then merely to keep the increase in popu- 
lation at the same level of GNP would require nearly $7.5 billion in 
new capital each year. To raise the “r capita GNP by 1 percent, 
or the equivalent of $1.50 a year, would require nearly af billion in 
new capital. Thus, on these assumptions, to raise the per capita sup- 

ly of goods and services by 1 percent would require about $12.5 bil- 
ion a year. If the accepted satisfactory rate of economic growth is 
not 1 percent, but 2 percent, representing the equivalent of $3 a year 
in additional goods and services to each person in the underdeveloped 
areas, the new capital required would be $17.5 billion. A rough but 
optimistic estimate of the new capital that underdeveloped areas can 
create from their own resources is about $7 billion, leaving an annual 
gap of about $10.5 billion, to be met by foreign capital if a growth 
rate of 2 percent is to be achieved. In these projections all the fac- 
tors have been optimistically estimated ; that is, or yield an estimate 
of capital required that is probably on the low side. If the 


capital output ratio is really 4 to 1 instead of 3 to 1, or if the popula- 
tion increase is 1.7 percent instead of 1.5. percent, several billion dol- 
lars could readily be added to the estimates of new capital required to 
yield a 2 percent increase in per capita GNP. 
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The amount of foreign capital now being made available to the 
underdeveloped areas of the free world totals about $5 billion, includ- 
ing funds from international agencies, U.S. programs, private invest- 
ment and capital transferred from other advanced countries. This 
is a rough estimate, as are all the others, but the general magnitude 
is probably about right. The annual new eenital deficiency, there- 
fore, to make possible a 2 percent increase in per capita GNP, is 
somewhere in the neighborhood of $5 billion to $7 billion, and may 
be as high as $10 billion. 

Could the underdeveloped areas of the free world utilize an addi- 
tional $10 billion in foreign capital a year, if the advanced countries 
were tomake thissum available? The answer, of course, must be “No.” 
If the funds were to be used for consumption goods, this and much 
larger sums could be used, providing the consumption goods could be 
produced in the necessary quantities. But in capital goods, this addi- 
tional amount of money could not be transferred into physical prod- 
ucts without a huge increase in waste and misuse, in price increases 
and nonessential expenditures. The factor which most limits absorp- 
tive capacity is unquestionably the time it takes in an underdeveloped 
country to train the kinds of specialists and administrators and build 
the kinds of social institutions (schools, banks, factory organizations, 
health services, experiment stations, Government agencies, and so on) 
res to get the modernization process underway. 

iewed in this light, absorptive capacity obviously cannot be meas- 
ured in some neat quantitative calculation. What we do know from 
experience is that the capacity to absorb foreign capital increases as 
a country develops. Most experts would also accept another generali- 
zation from experience: that the present resources available for 
transfer are not really pushing against the ceiling of absorption ca- 
eg | in very many countries, that substantial additional funds could 
utilized in capital formation without serious deterioration in the 
level of efficiency in its use. A rough guess, in which some sort of 
consensus could probably be secured, is that at least $3 billion or $4 
billion of additional capital could be utilized each year by the less- 
developed areas, and that the amount that could annually be absorbed 
will increase over the next 10 years. This additional capital, while 
not sufficient to increase per capita gross national product by 2 per- 
cent, would be sufficient. to make a marked increase in the rate of 
owth; progress would be visible where at present, in most of the 
ess-developed countries, it is alarmingly difficult to detect. 


2. Sources of added capital 


The additional capital resources required by the venesenetn g 
countries constitute only a small proportion of the increased produc- 
tion of advanced countries. With a total GNP of about $440 billion, 
the United States increases its annual supply of goods and services 
about $15 billion, while the other advanced countries of the free world, 
with a total GNP of over $315 billion, have had an annual increase 
of about the same amount. In other words, the additional $3 billion 
to $4 billion for the underdeveloped areas represent only 10 to 15 per- 
cent of the added production of the advanced countries each year. Ob- 
viously, this is an oversimplification, since the translation of total pro- 
duction into capital available for transfer is a complicated process that 
becomes diffused throughout the entire economy, both in the private 
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and governmental sectors; all kinds of problems and repercussions 
oceur, depending upon how the additional resources are collected and 
transferred. Yet the overall magnitudes stand startlingly clear in 
their contrast—the additional resources Peaairee to reverse the trend 
of the rich countries becoming relatively richer and the poor countries 
becoming relatively poorer is a small fraction of the yearly increase 
in what the richer countries can produce; they need not reduce their 
consumption levels, just slow down their increased consumption, To 
more than a billion people in the underdeveloped areas, this would 
seem a painless, even pleasant, choice. ot 

To the United States, which is obviously in the best position to 
supply most of these additional funds, the choice is made each year 
with front-page pain and anguish. The foreign aid appropriation bill 
now has a secure place in our legislative calendar as the very last 
item Congress votes on before its late summer adjournment. Thus 
far, although the need has been apparent for some time, neither the 
executive branch nor Congress has squarely faced the prospect of 
sharp increases in the funds for overseas economic development, 
though the Committee on Foreign Relations this year tried to put the 
Development Loan Fund in business for a 5-year period with a grub- 
stake of a billion dollarsa year. Yet in spite of the lack of any broad 
decisions on the issue, the U.S. Government has thrice in 2 years 
demonstrated an increasing awareness of this need for additional re- 
sources, as well as more flexible conduits for their transfer. The new 
policy has been expressed piecemeal in the establishment of the De- 
velopment Loan Fund, the agreement to finance an Inter-American 
Development Bank, and the proposal to increase the capital quotas for 


the World Bank and the International Monetary Fund. 

Important as are these shifts in emphasis, their effect on the mo- 
mentum of development has of course been limited by their piecemeal 
nature, and their impact lessened by pao in a technical 


way, with emphasis on their method of operations rather than on 
their implications for the total problem of resources. With its 
emphasis on the necessity for a balanced Federal budget, and its con- 

uent reluctance to imply that additional resources means either 
additional taxes or higher deficits, the U.S. Government has brushed 
lightly over the question of how much of these changes represent addi- 
tional resources. For example, it is not yet clear whether the in- 
creased subscriptions to the BRD and IMF will represent a higher 
annual level of loans when they are used over a pation of years, while 
the loan operations under the Development Loan Fund are at least 
partly in substitution for aid previously transferred under the Inter- 
national Cooperation Administration. 

To correct for the loss of impact, and to face more adequately 
than it now does the requirement for a marked speedup in economic 
growth in the world’s less developed areas, the U.S. Government 
might better formulate a long-range plan that would rantee the 
capital needed for major advances in economic gro during the 
next decade. The elements of such a plan might, for example, be 
these— 

(a) Bypassing for the moment the question of what agencies 
would administer the funds, the United States would announce 
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that, beginning with the fiscal ae 1961, a fixed proportion of 
its additional production will made available as loans and 
grants for development purposes to other countries. The pro- 
ortion devoted to - uction for peace” probably should not 

less than one-fourth. 

(6) The proposition should not be dependent on any other na- 
tional or international action. Naturally the U.S. Government 
would reserve the right to withhold the actual disbursement of 
these funds until appropriate machinery was established to spend 
it effectively on development. But in that event the funds would 
remain available for the same purposes in later years. 

(c) The offer should not be made contingent on reduction in 
armament costs; why give the Soviets yet another reason for de- 
laying a practical approach to disarmament? Nor should it be 
contingent on contributions from other advanced countries, 
though these should be vigorously pursued. 

(d) The commitment should for a substantial period of 
time, such as 10 years. 

Barring a cataclysmic war, a decision of this kind plus all the in- 
tricate followthrough it would require—would by itself come close 
to making certain the economic growth of the free world. Moreover, 
such a long-term increment to effective demand may be the spur 
needed to stimulate a growth in the US. economy more impressive 
than the annual 3.5 percent experienced over the last 10 years. It is 
not often in history that a people has unilateral power to do so much 
with so little for so many. 

Proposals for new agencies or expanded use of existing agencies 
for the transfer of resources to underdeveloped areas can well be fitted 
into this premise of additional resources based on growth. Each year, 
after estimates of growth have been made, the firm, long-term com- 
mitments can be deducted from the total and the remaining sum can 
be distributed among the annual programs. For example, if the gross 
national product increased in 1961 by $18 billion, and one-fourth were 
to be dedicated to help other countries grow economically, there would 
be $4.5 billion available, above the levels made available in 1960. 
From this $4.5 billion would be deducted funds to be made available 
for continuing projects through multilateral agenices, such as land 
reform programs, education, health, and agricultural credit. Any 
commitments to regional development banks and payments unions 
would also be deducted. The remaining funds boul be either added 
to existing bilateral programs or to multilateral programs for specific 
projects or programs. In other words, the commitment by the 
United States to dedicate a substantial part of its increase in GNP to 
foreign economic development need not conflict with either increased 
use of multilateral agencies as a means of resource transfer, or with 
the need for making long-term commitments to international pro- 
fcrugy Indeed, these suggestions reinforce and strengthen each 
other,” 


1 Three new factors affecting the amount of resources available for development—gold 
loss, agricultural surpluses, and the significance of local currencies in U.S. hands—are 
discussed in Appendix A. 
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C. Reetonat Instrrutions anp U.S. Ponicy 


The worldwide movement toward regional organizations has been 
a striking feature of international relations since World War II. It 
presents — opportunities for the pursuit of U.S. foreign policy 
aims in novel ways. 

An examination of the increasing “regionalization” of the world 
during the past decade or more makes evident the main reasons why 
nations have tended to band together in groupings less than global in 
scope: 

(a) The weakening and then the revival of Western Europe, 
together with the emergence of the United States and the Soviet 
Union as the major rivals in a new balance of power, decreased 
the significance of the old European rivalries in Europe and 

laced a premium on putting together a “Europe” which would 
large enough and strong enough to restore to Europeans the 
sense of having some influence on their own destiny. While the 
British have so far held aloof from the continental uping, 
they have lost the power to prevent the other major European 
nations from coalescing in the Community of Six, a loose collec- 
tion of functional organizations for coal and steel production, the 
development of atomic energy, and the freer movement of goods, 
money, and people within the new Community. 

(6) Outside of Europe, the breakup of colonial empires 
brought into being a large number of new nations, most of them 
too small to be viable under modern technological conditions and 
unable to generate by themselves the resources or leadership 
necessary to fulfill popular expectations for rising economic 
standards, more education, and the maintenance of their “inde- 
pendence” through nonalinement with either side in the big- 
power rivalry. 

(c) The United Nations, which was designed in part to reas- 
sure the small nations that their rights would not be trampled, 
seems to the leaders of most new nations to be remote from their 
concerns, dealing through intricate procedures with very complex 
matters, and dominated by the major contestants in the cold war. 
It is so huge and complicated that few countries can afford to have 
staff enough to insure serious participation in its committees, 
boards, and working parties; partly for this reason, the U.N. 
staff is largely recruited from the more advanced countries. 
Similar feelings often apply, though to a lesser extent, to the 
global specialized agencies which work on food and agriculture, 
world health, child welfare, cultural and educational exchanges, 
and many other problems. Organized around a functional spe- 
cialty which (from the point of view of the political leaders of a 
new country) is merely one part of a large country problem of 
economic development, each U.N. specialized agency looks too 
narrow to be of crucial importance to any one small country. 


Moreover, their staffing also is structurally biased against the 
less developed countries, 

(d) Recognizing these feelings early, the United Nations Sec- 
retariat and some of the large countries have pushed the concept 
of regional committees closer to home, for research and discus- 
sion about the problems of economic development. The Economic 
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Commissions for Europe (ECE), for Asia and the Far East 
(ECAFE), for Latin America (ECLA), and more recently 
for Africa, have on the whole had good acceptance by member 
countries; in significant fields of common concern the members 
have evidently found them some use as a means of exchanging in- 
formation, of learning from each other, and of providing their 
own leaders with valuable rience in the conduct of interna- 
tional relations. Special study groups have examined problems 
particularly important to the different regions, with results that 
have contributed considerably to improved international] rela- 
tions. The ECE, for example, has studied East-West trade, 
ECAFE has studied the ate ment of savings institutions, and 
ECLA has studied agricultural problems. By and large, these 
agencies have assembled competent staffs and have served well as 
training centers for technicians from member countries. The ex- 
perience of these agencies, even within the limited pur of 
research and consultation, has demonstrated in small but. per- 
suasive ways that a close operating relationship can be developed 
among the countries in a region. In the Western Hemisphere, 
the Organization of American States has gone somewhat farther 
in promoting operations on a regional basis, for it has become an 
operating technical assistance agency, has fostered the creation of 
the Inter-American Bank, and has even tested the uninviting 
waters of joint security arrangements. 
1. A variety of approaches 

The kinds of regional institutions that may emerge will naturally 
differ from region to region. An operational view of American for- 
eign policy requires us to decide what kinds of institutions we would 
like to see develop, and how far we are prepared to go in helping them 
come to life. In the process, American planners might analyze the 
potential for regional organizations in some such terms as these: 

In Western Europe, the continental grouping appears at present to 
be the main chance for building the large internal market that seems 
essential for the rapid growth of an industrial economy. U-S. sup- 
port for the Community of Six can be provided through private 
investment and the expansion of trade, and through a clear enough 
line of political encouragement to offset efforts by nations outside the 


Community to slow the drive toward supranational institutions. 
In Latin America, geographical proximity and a long history of 
contacts both eee and eee have produced a special relation- 


ship with the United States, long since expressed in the Monroe Doe- 
trine and reflected in contemporary onal arrangements in which 
the United States is normally a full member. The question’is whether 
the time has not come to dispel the “sphere of influence” atmosphere 
that still hangs over our Latin American relations, and to encourage 
the British and the European Community of Six to participate more 
fully with us in the promotion of economic development in the region. 
In south and sout. t Asia, the need for a new regional approach is 
underlined by the desperate urge for economic development vthe stro 
aversion to participation in the cold war; the growing importance o 
China as an example of rapid growth and as a military and economic 
aggressor in the region; and the possibility that India and Japan can 
together organize a serious counterweight to the growing influence of 
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Communist China. Since both present and oe future political 
leaders of all the countries in the region are irrevocably committed to 
economic development and in ya degrees are allergic to political 
and military alinement with the United States, the best approach to 
regional institution building would seem to be some form of regional 
development organization as the primary channel of investment capi- 
tal into the area. Such an agency could be staffed and operated pri- 
marily by Asians, particularly from India and Japan, but with enough 
articipation from the others to avoid the appearance of substituting 
ndian and Japanese imperialism for the white Western kind. 

In the Middle East the knottiest problem is the development of 
responsible Arab leadership, and this can Ee best be done by 
helping the Arab States to set in motion the Arab Financial Institu- 
tion, which is already in an advanced stage of planning. The violent 
nationalistic feelings of most of the Arab teaders, intensified by the 
conviction that Israel was planted in the area by Western imperialism 
and could readily be withdrawn by the same force, preclude the growth 
of any development institution other than one controlled and operated 
by the people of the region. The structural problem in establishing 
such an institution, of course, is the inherent rivalry between the 
sparsely populated nations that receive most of the oil revenues and 
the more populous and more advanced nations through whose terri- 
tory the oil must move to get to market. Yet there is a regional kind 
of nationalism in the Arab world that may in time transcend the 
national borders of the States carved up so casually after World War I. 
If this drive can be channeled into constructive regional development, 
it may help produce the type of leadership capable in time of ae 
realistically with the presence of a million re: , the fatt accompli 
of the State of Israel, and the opportunities for converting Middle 
Eastern oil into regional production capacity, instead of investment 
portfolios in London and conspicuous consumption by princes in the 
Arabian peninsula. 

In Africa south of the Sahara, two levels of regionalism are in 
prospect. The small nations emerging from British and French rule, 
such as Ghana, Nigeria and Guinea in West Africa, and Tanganyika 
and Kenya in east Africa, must surely look foward to some form of 
federation in order to develop units large enough to survive as inde- 
pendent nations in the modern world. The process will be painful, 
perhaps chaotic. It will be enormously complicated by the growing 
racial bitterness in the Union of South Africa and the “white settler” 
countries. 

Beyond the African federations there may be room for a regional 
approach to some of the problems common to all the emerging ex- 
colonies. One of these is the universal lack of trained administrators. 
The United States can help train some Africans, but some American 
administrators will first have to learn a good deal about the French 
and British administrative heritage, and institutions for this purpose 
cannot ignore the contribution the Europeans will continue to make 
to African government even after the withdrawal of colonial rule. In 
Africa the gap between what the new governments can do and what 
they are expected to do is so wide that technical and administrative 
help cannot realistically take the form of “advice.” In many cases 
Americans will find themselves working inside African governments; 
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such a pattern is already established on a large scale in Ethiopia, and 
in small, tentative ways in Ghana and Nigeria. 


2. The case for regional pluralism 

A review of regional institutions, present and prospective, leaves 
little doubt that the “regionalization” trend is in the U.S. interest. 
The two main streams of thought in this century regarding how to 
organize the world—parochial nationalism and specialized functional 
internationalism—are both too narrow to provide a base for effective 
international cooperation. Regional organizations that create a wider 
sense of community as the object of loyalty and dedication can encom- 
pass many functions in a single workable program. They can thus 

rovide a synthesis that avoids the worst features of the present world, 
in which people have to choose between loyalty to obviously unwork- 
able “nations” and equally narrow crusades in which the object of 
loyalty is malaria control or geophysical research. It is not that small 
nations or specialized programs are unworthy of such loyalty; the 
point is that neither can command a wide enough base of continuin 
support to provide a satisfactory basis for world order. The “socia 
fallout” of accelerating technological change has thus produced this 
paradox: both small nations and specialized global agencies are be- 
coming obsolete during the very decades in which so many of each 
have been born. 

In addition to helping reconcile nationalism with international 
order, regional agencies can help us ease the tensions generated by 
“cold war” rivalry. A world sharply and clearly divided between two 
hostile camps is a dangerous world, with minimum opportunity for 
developing mutual understanding and toleration. Better for us than 
a bipolar world would be one where there were several centers of power 
which must be taken into account whenever one of the big powers con- 
templates a potions or military thrust. Our own history teaches us 
this lesson: the pluralism of the United States is obviously a source of 
political and social strength. No single or related group of issues is so 
dominant as to divide the country into two clearly separate factions 
overriding all other types of loyalties. Wealth, job status, religion, 

olitical party affiliation, economic interests, regional interests, State 
oyalties, all form a mesh of overlapping and interdependent relations 
that prevent deep, violent schisms over any single issue. The Civil 
War, on the related issues of slavery and the sovereignty of States, was 
the last time such a split divided the country, and well illustrates the 
need for avoiding such situations by the development of a complex of 
interrelated interests and loyalties. 

Briefly, then, the political leaders of smaller countries, by combining 
into regional organizations that are directly responsive to the con- 
stituent members, can gain the feeling that their futures are at least 
partly under their control. It is in the U.S. interest that they should 
come to have this feeling. For it is quite destructive of their initiative 
and morale for them to believe that all important decisions affecting 
their countries’ economic and political development are being made by 
distant powers, particularly if these powers seem from a distance to be 


primarily interested in the tactics and strategy of maintaining their 
own power. If the regional organizations are assigned proper func- 
tions and resources, they can help generate the initiative and drive that 
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are so essential to economic development and the maintenance of inde- 
pendence. Without this spur to ter self-discipline and to the slow 
creation of institutions required for economic development, it will be 
almost impossible to achieve the rate of economic growth, the sense of 
security, or the self-confidence and self-esteem which are the condi- 
tions precedent to that “modernization” which people everywhere have 
learned to demand from their political leaders. 





CHAPTER III 
THE ADMINISTRATION OF FOREIGN AFFAIRS 


It is our foreign operations that largely account for the mushroom 
growth of U.S. Government activities and eStablishments abroad; 
and they also pose the most worrisome problems of administrative 
policy and relationships. The subject matter of foreign affairs, from 
the 16th century until just the last decade or so, was mostly “interna- 
tional” in the stricter sense of dealing with questions that arose 
between nations or their sovereigns: dynastic rivalries, territorial 
claims, commercial exchange, shifting alliances for attack or defense, 
and the like. But now we are participating in a wide range of con- 
cerns largely within foreign countries—military budgets and organi- 
zation, public health and education, agricultural extension, labor con- 
ditions, fiscal and monetary policies, the planning of public invest- 
ments, and many, many others—for reasons and purposes which have 
already been indicated. 

The involvement of our Government in the essentially domestic 
affairs of another nation entails grave risks of friction and enmity. 
This danger is especially great in the vitally important field of promo- 


tion of economic development, in view of the inevitable infringement 
of essential development policy decisions on touchy domestic interests 
and questions of sovereignty. As suggested in the earlier discus- 
sion, the problem could be substantially reduced, and our policy ob- 
jectives furthered more effectively, by organizing our efforts in a 
multilateral context. 


A. Muwriiatrerat ORGANIZATION FoR Economic DrveLorpMENT 


There is no inherent reason why an international mechanism for 
this purpose should be any less efficient, administratively and finan- 
cially, than the U.S. agencies now working in this field —the Inter- 
national Cooperation Administration, the Duviiasnens Loan Fund, 
the Export-Import Bank. In fact, it would: possess an important 
advantage. en U.S. agencies try to insist on conditions with re- 
gard to the national development programs, designed to assure that 
our aid will be used with full effectiveness to achieve its purpose— 
agreements, for example, with — to control of aid and its local 
currency counterpart, use of local investment resources, and general 
economic policies and legislation—the chief overt obstacle, which 
often masks prejudices and special interests of various kinds, is the 
bugaboo of “intervention.” An international ncy, making its 
decisions without the glare of publicity, less subject to transitory 
political pressures, and having the enormous psychological advantage 
of acting not for one nation alone but for all, would generally be in a 
stronger position to deal with this problem, to insist where necessary 
on stiffer safeguards for its development investments, than a purely 
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American entity. And certainly it could press its views more con- 
sistently and self-confidently. 

There is, however, no international machinery now in existence that 
is adequate to the task of promoting economic development on a large 
scale; that task can hardly be placed under multilateral auspices until 
satisfactory arrangements have been made to carry it out. For- 
tunately, one can easily envisage the general form that such arrange- 
ments might take. U.S. policy should give high priority to develop- 
ing and trying to bring into being the most desirable organizational 
structure for this purpose. 

The deficiencies of the international machinery now in existence are 
uite obvious. In the first place, the U.N. specialized agencies are 
ominated by functional particularism, even more than are their U.S. 

counterparts. Their technical assistance activities, each in its spe- 
cial field—agriculture, health, education, communications, labor, or 
whatever—are largely autonomous; the Technical Assistance Board 
of the United Nations has only tenuous authority over a part of their 
budgets. The technical assistance they offer and the financing pro- 
vided by the World Bank (for certain types of productive invest- 
ments) and the special fund (for surveys or intensive studies and 
training) are mostly applied to isolated projects, with little explicit 
attention to the relation of these projects to one another or to a ra- 
tional development program for the country concerned. Detailed de- 
cisions on projects and budgets are made at headquarters—in the case 
of the technical assistance agencies, through a complicated process of 
interagency negotiation. 

Thus, the job of coordinating and integrating the work of these 


agencies, instead of being performed by the er competent ex- 


perts on development that staff them, is largely saddled onto the in- 
experienced, ill-staffed, overwhelmed governments of the recipient 
countries—which means that in most cases it is not really done at all. 
Instead, each agency, supported by enthusiastic “opposite numbers” in 
the local administration, claims a vested right to its established share 
in the overall technical assistance budget, at the global level and in 
each country, and mes eagerly to suggestions that it take on new 
tasks. In this the U.N. experts differ very little from the dedicated 
experts in poultry raising, control of locusts or malaria, or vocational 
education who work out of the U.S. operations missions. In fact, their 
activities often overlap, despite informal agreements for coordination 
and division of labor, because the same kinds of projects look attractive 
to American and international administrators alike—when they think 
of them in the context of their “sales pitch” for next year’s funds. 
But such exaggerated specialization is not more acceptable in inter- 
national than im national operations. There is no good reason why 
functional vested interests cannot be brought into cooperative plan- 
ning and programing; many of the staff members in the specialized 
agencies — be glad to exchange some of their autonomy for a sense 
of general direction. 

Development operations—of which investment, technical assistance, 
and the establishment of a satisfactory pelicy and institutional frame- 
work are all integral parts—can be effectively coordinated only in the 
context of a realistic “country program” (a) focused on the coun- 
try’s special situation and needs; (0) concentrating especially on the 
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strategic points in the economy where a breakthrough may be possible, 
that would permit rapid progress on a broader front; and (c) taking 
adequate account of local resources and efforts and of related assistance 
from all sources. Such a program would be of enormous value in 
enabling the contributors of external resources to weigh intelligently 
the country’s need for (and ability to use) financial and technical 
assistance, to apply their contribution rationally to the objects of high- 
est priority, and to resist constant ad hoe pressures to undertake 
“crash” programs or dissipate their efforts in a host of marginal 
a 

ost of the less-developed countries simply do not yet possess the 
technical skills or administrative machinery required for such pro- 
graming. (India is a notable, but still only partial, exception.) An 
overall international development agency could take a major initiative 
in helping them to work it out. An important part of its job would be 
to build up the technical capacity, administrative organs, and con- 
ceptual framework to enable the country to do the job of development 

rogram coordination on its own—to institutionalize the programin 
unction. But this will be a long process; even in a nation with suc 

sophisticated development as India, international experts can con- 


tribute a good deal to sound programing of development. 

Primary responsibility for operational coordination of the inter- 
national agencies concerned with development must center in the 
field, in a strong country director. He should be given authority, 
within wide limits, to (a) work out a realistic country program with 
the local authorities, subject to budget limitations set by the over- 


all international agency, and to modify and adjust it periodically to 
fit local circumstances; (6) present it with his justification and reser- 
vations to his headquarters, and obtain their backing to carry it 
through in whole or in part; and (e) direct the participation by inter- 
national agencies in its execution locally. More specifically, as re- 
gards technical assistance he would recommend which projects or 
types of peo should be given priority in the allocation of inter- 
national funds. Similarly, requests for financing to the World Bank 
or the Special Fund should carry his recommendations, as deservin 
support in the context of the country program ; otherwise they re 
be turned back. And a major element in any of these agencies’ con- 
sideration of requests for assistance should be the country director’s 
appraisal of the effort being made by the country itself, and the de- 
termination and intelligence with which it is facing up to the arduous 
tasks and painful policy decisions that sound development requires. 

The country director would, of course, be supported by and re- 
sponsible to some global authority. This authority must have, as a 
minimum (a) clear-cut ee for defining the objectives and 
operating principles that the multilateral development program 
would follow; (B) consistent policy and management, not subject to 
arbitrary pressures in favor of particular national interests or view- 
points, and with full authority to select and supervise its multi- 
national staff; and (c) the strong support of its member countries 
(especially the industrial nations who would contribute most of the 
needed resources) for its objectives and management. The Technical 
Assistance Board, or — other committee of soverei ialized 
— set up on similar lines, is of course disqualified for this 
role. 
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The World Bank offers a more promising framework. It has the 
necessary prestige and sound organizational principles, of which the 
weighted vote, which assures effective control to those nations that 
have the greatest stake in the world economy, and the very strong po- 
sition of its President, are the most important. It has pioneered in 
comprehensive analysis and programing of development through its 
general survey missions in nearly 20 countries. And a better balance 
in the character of its financial resources will result (though to a quite 
limited extent under the present plan) from the forthcoming estab- 
Panne of the International Development Association as a Bank 
affiliate. 

In fact, International Development Association implies a good 
deal more than a “soft loan” window for the Bank; perhaps the name 
should be reserved for the new global authority. But again, the 
organizational and management pattern, and the main operational 
concepts, that have helped make the Bank so successful should be 
carried over into the new, more comprehensive Development Author- 
ity. Such an Authority need not be large in numbers—perhaps 100 
staff members at most. It need not affect the fundamental organiza- 
tion of the existing specialized agencies, but it must have the author- 
ity to appoint aa supervise country directors who can act as real 


program executives, having effective coordinating responsibility over 
the specialized agencies’ field personnel. 

The Bank and the International Monetary Fund cannot cede to a 
new U.N. Authority control over their financial commitments. But 
as a general rule, the Bank would certainly prefer to consider a proj- 
ect presented as an integral part of a sound development program to 


one that had no such context. It could not agree in advance to ap- 
prove loans for any projects the country directors might endorse, for 
other factors (such as national creditworthiness and overall limitation 
of funds) must be taken into account, but it could in practice give 
them priority. 

The new Authority could make extensive use of regional organi- 
zations—the Inter-American Bank, the Colombo Plan organization, 
the proposed Arab Financial Institution, a possible Far Eastern De- 
velopment Organization—as intermediate agencies between the Coun- 
try directors and the global Authority for reviewing and coordinating 
programs and allocating funds. Such organs may provide a useful 
means of moderating narrow national interests oil imposing a meas- 
ure of economic discipline, since each member would have an interest 
in seeing that none of the others misused external assistance. In a 
limited circle, where the members have a similar economic and cultural 
background, such pressures are likely to be more effective than in 
the rarefied atmosphere of a global Authority. Such organizations 
may facilitate, also, the planning and execution of certain regional 

rojects (major industries, international rivers, and the like), the 

evelopment of intraregional trade and investment, and the inter- 
change of people with needed skills. 

A global program and administrative machinery of this kind will 
not be called into being merely by the fiat of the U.S. Government. 
If we decide it makes sense to seek to accomplish our aims in this way 
we shall still have to reach agreement with other governments, an 
the negotiations are likely to be complicated. But the initiative 
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clearly rests with us, and in general it is likely to meet with a favor- 
able response. Several of the other major industrial nations of the 
free world have been quietly advocating an approach of this kind 
for several years; much of their diffidence seems to have stemmed from 
concern about the American reaction, and recognition that without 
American support no such scheme could succeed. It is worth noting 
that on three occasions—when the International Finance Corporation, 
the U.N. Special Fund and most recently the IDA were approved— 
once the U.S. Government made up its mind to endorse the concept, 
after years of ae other major contributing countries lined up 
in support within a very few months, or even weeks. 

It seems unlikely, on the other hand, that Russia and other Soviet 
bloe countries would take part in such a multilateral organization, 
even if they were invited to do so, since it would require their makin, 
large contributions to a program they could not hope to control. 
They would probably prefer to remain free to use their resources on 
a bilateral basis. But their participation should be welcomed. If 
they should come in, the effect would be to subject an important part 
of their foreign economic activity to international control under pre- 
ponderantly free world influence. 

The likelihood is greater of Soviet bloc participation at the re- 
gional level in certain areas, in the Middle East, for example. They 
— thereby gain some opportunities for pacman and influence, 
and could complicate the international Authority’s relations with re- 
gional agencies. But the magnitude of the Western effort, channeled 
through the Authority, should be sufficient to give us and our close 
associates preponderant influence. And again, the advantage of the 
Soviets having to work in the context of an organized program under 
sophisticated international supervision—contributing hard cash or 
supplying goods whose worth can be objectively measured rather than 


providing global promises of no-fixed-value rubles—would seem to 
outweigh the drawbacks. 


B. Tue U.S. Government OrGanizaTion OvErsEAs 


The administrative problems of our own Government’s foreign op- 
erations are perhaps more are because our purposes are more 
diverse. But we can start with a simple fact: that the objects of 
foreign policy are located abroad—in the 86 countries where we main- 
tain diplomatic or other missions, whose policies and actions may 
significantly affect our political, economic, or security interests, with 
whose governments we are negotiating, whose people we are seeking 
to influence, and whose national purposes we are trying to reconcile 
with our own. The test of the effectiveness of any nation’s foreign 
policy administration is how well it works in the field. 

This truism suggests that, within the framework set by our global 
objectives and strategy as defined by the President and Secretary of 
State, the day-to-day (and even, for most purposes, the year-to-year) 
conduct of foreign relations with each country should largely be de- 
termined by the complex of aspirations, interests, and forces at work 
in each society with which we have dealings. The shifting factors can 
best be appraised, the tactical situation most accurately judged, and 
the use of our various instruments of foreign policy most flexibly 
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coordinated in the field. Further, the responsibility for coordination 
of U.S. bilateral activity in each country should be centered, insofar 
as possible, in the U.S. Ambassador in each country. In practice, 
however, the emphasis in making of policy, and of many detailed de- 
cisions, has tended in recent years to gravitate toward Washington. 
The effect has been to introduce distortions and irrelevancies into 
some programs, notably those for promoting economic development, 
and generally to make our policy excessively rigid and cumbersome. 
The causes of this defect are complex, and include the following: 

(a) Modern communications make it possible to exchange 
messages, at great length and detail, and get a quick reply. (To 
be sure, the ease of communications is partly self-defeating. The 
volume of messages swamps the recipients, requires more staff to 
draft replies, and hence further slows and complicates the de- 
sisioutaatpiele progress. Even the mechanics of handling cables— 
coding, for example—are affected by the glut; American cables 
notoriously take much longer to reach their addressee than paral- 
lel messages through British channels.) 

(6) Our main foreign policy concerns are global in character, 
and this appears to necessitate more coordination of specific de- 
cisions in the light of worldwide considerations. Before World 
War II, our policies in the Caribbean, China, and Czechoslovakia 
were, by and large, in separate compartments. We can no longer 
so regard them. 

(c) There has been an extraordinary proliferation of U.S. 
agencies concerned in some way with foreign affairs, requiring 
more coordination both at headquarters and in the field. But since 
the final word rests with Washington, a very large number of 
questions involving interagency differences or understandings, 
rather than real policy, get referred to Washington for inter- 
agency brokerage. 

(d) There has been a striking growth in congressional inter- 
vention in general, especially through its appropriations and in- 
vestigative processes. This isa governmentwide phenomenon ; but 
the foreign affairss agencies, because their operations are well pub- 
licized, are particularly sensitive to detailed congressional review. 


1. The executive ambassador 


The ambassador represents in his person the authority of the Presi- 
dent. In the era of foreign operations that is now upon us, his con- 
stitutional position must now be reinterpreted to Gnalede the task of 
presiding over the whole range of U.S. governmental activities in the 
country to which he is assigned. The most important and difficult 

arts of his job are likely to be not the traditional State Department 

unctions of foreign policy and foreign relations, but foreign opera- 
tions which in some countries are virtually as broad as those of the 
government to which he is accredited. 

The effective ambassador must have, then, not only diplomatic but 
also executive qualities of the first order. Although the presumption 
in filling top embassy posts should certainly favor the career service, 
it would be a mistake to regard ambassadorships as its exclusive pre- 
rogative. It cannot be assumed that the experienced diplomat, how- 
ever able in his field, will always have executive abilities, any more 
than an experienced administrator will necessarily possess the dip- 
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lomatic — that are required—or that a successful politician will 
necessarily have either. 

On the other hand, an increasing share of our foreign relations is 
now conducted in various international frameworks—the U.N. organs, 
the specialized agencies, NATO and other treaty organizations, the 
Organization of American States, etc. The duties of our represen- 
tatives in these bodies are not mainly the coordination of operations 
but diplomatic negotiation, considerably complicated by the multi- 
lateral context in which it is conducted. Here is where the experi- 
enced Foreign Service officer can show to best advantage. Yet the 
major posts in our delegation to the U.N. General Assembly—and 
many other positions requiring special background in international 
politics and experience of diplomatic infi Thtin —are often filled 
with estimable ericans trained in such dubiously relevant special- 
ties as manufacturing, scientific research, teaching, singing, or organ- 
izing civic clubs. 

Some of the amateur diplomats soon develop the requisite political 
sense and some FSO’s make first-rate executives. But we could en- 
hance the prospects of success by using men with demonstrated diplo- 
matic skill for professional diplomacy and appointing as country chiefs 
of mission men with proven capacity as Government executives, as 
well as extensive overseas experience—from the career service if 
available, from outside if not. Perhaps the prime qualification for 
an effective ambassador, career or noncareer, is a strong sense of 
policy: an understanding of the objectives that the United States is 
trying to achieve in the country to which he is assigned, the ability 
to grasp the significance of the politico-economic-social forces at 
wonke thnies and the imagination to see how some of our specific aims 
might be adapted to harmonize with local aspirations without preju- 
dice to our essential interests. 

The pool of potential executives, from which a sufficient number 
of ambassadorial candidates can be selected in the future, might be 
enlarged in several ways: . 

(a) By widening the Foreign Service to take in more of the 
“generalists” (e.g., the roeree officers and general administra- 
tors) from ICA and USIA. 

(6) By insuring that members of such a combined Forei 
Service have opportunities during their careers not only to handle 
visas and do Seiitins shnininic reporting but also, for example, to 
work in a foreign aid program, as a public affairs officer, with the 
ICA or as liaison with a G. 

(c) By urging our national political party leaders to endorse 
for Presidential and congressional consideration only those poli- 
tical candidates for embassy service who have already had suc- 
cessful executive and international experience. 

The modern embassy is not, of course, concerned only with coordi- 
nation of field operations. No less important is the characteristic 
foreign relations function—of negotiating, pent “keeping in 
touch.” But the nature of this function has also changed; as indi- 
cated above, it involves making sure that we have some U.S. elements 
in close and friendly contact with all important forces in the coun- 
try. The effective use of our plural contacts, official and nonofficial, 
in each country, however, requires that ambassadors and embassies 
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recognize, as regards the diverse unofficial contingent, the inexpedi- 
ency of trying to impose conformity to the current official line out 
of fear that deviations might “embarrass the United States.” Co- 
ordination in this regard can better be informal rather than explicit, 
by leadership rather than by direction. 

If recent Sines is a guide to the future, there is a good chance in 
many countries that the “next government” will be a military or a 
military-dominated one. The closest previous contacts that these new 
rulers are likely to have had with Americans are with the military 
Senge attached to our diplomatic missions and to MAAG’s. This 

act should be an important consideration in our selection and train- 
ing of officers for such posts abroad. Apart from their competence 
in their several military specialties, the key members of our military 
aid missions should above all possess a “sense for politics,” and be 
encouraged, under the ambassador’s supervision, to cultivate polit- 
ically minded leaders of the local armed forces, who may control the 
next regime. For this purpose it may be useful to call up for MAAG 
assignments some civilians experienced in Government who happen 
to be reserve officers. 

In summary : The flexible, effective administration of foreign affairs 
requires a true delegation of responsible authority to the field. Within 
broad limits we need to get back to the concept that the ambassador is 
the President’s representative, that he is “plenipotentiary.” But such 
a delegation is acceptable only if we revert, in the selection of am- 
bassadors, to standards closer to those observed in the earliest days 
of the Republic. Then our foreign relations were vital to survival, 
and we were on occasion represented by men of the caliber of Benjamin 
Franklin, Thomas Jefferson, John Jay, and John Quincy Adams. In 
this time of rapid change and deep involvement, the chall we 
face cannot be met with money or armed power or technical skills 
alone; statesmanlike leadership is needed, and scope for its exercise. 


2. Training for oversea service 


An examination of Americans at work abroad reveals some uncom- 
mon qualities of mind and spirit which seem to be common to most 
of our citizens who have made successful careers abroad, whether in 
Government or with private business firms and voluntary agencies. 
These elements of effective oversea performance appear to n- 
erally applicable to Americans in responsible positions abroad re- 
gardless of the kind of work the American is doing or in what for- 
eign country he is doing it. Five of these elements stand out: 

1, Technical skill: The versatility and willingness to impro- 
vise that requires both a thorough knowledge of a specialized 
field, but the attitude toward it of a general practitioner rather 
than a narrow specialist. 

2. Belief in mission: A dedication to his work regardless of 
geography that enables a man to survive repeated rations 
and still retain a zest for the job. 

8. Cultural empathy: The curiosity to study and the skill to 

ive the inner logic and coherence of the other fellow’s way 
of thinking; and the restraint not to judge it as bad just because 
it is different from the American way. 

4, A sense for politics: The sensitivity to see oneself as a “po- 
litical man” whose action (or inaction) affects the power structure 
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around him; the ability to do one’s work despite being conspicu- 
lously the object of curiosity, envy, or opprobrium; and the un- 
derstanding of American civilization that qualifies a man to rep- 
resent not only himself but the culture and society from which he 
comes. 

5. Organization ability: A tolerance for large-scale organiza- 
tion and an understanding of complicated headquarters-field re- 
lationships; and a special talent for building social institutions 
and teaching others to manage them. : 

No individual can be expected to possess, all by himself, just the 
proper “mix” of all the ingredients of effective oversea perform- 
ance. But every American organization which operates abroad can 
be guided by these qualifications in trying to locate the proper people 
to mix together in carrying out its mission. 

Now that nearly one percent of the U.S. population lives and works 
abroad, it is clear that the American educational system is not pro- 
viding a sufficient number of Americans who, in addition to their vo- 
cational skills, have the necessary attitudes and kinds of understand- 
ing for useful oversea service. The best recruiting device is an edu- 
cational program. If the colleges and universities can be induced to 
do more preparation for oversea life and work, the hiring agencies 
(in and out of Government) will be able to recruit from a pool of 
tested professionals, instead of (as at present) doing most of the weed- 
ing out of misfits and most of the relevant training for oversea service 
on the job, after the American has arrived at his post abroad. 

The new importance of our deep involvement with other societies 
calls for some shifts in educational emphasis. For example: 

(a) Immersion in an alien culture prior to the first oversea 
assignment is so important that colleges and universities should 
make it a live option for every interested student to spend at least 
a semester abroad under competent academic supervision. 

(6) University area and language programs should be ex- 
— to serve all three of the markets for regional studies. The 

rst of these is the scholar who plans to make a career as an area 
expert. But the professional in a subject matter field who expects 
to work in the area also needs an academic haven to which he can 
repair for intensive language training closely associated with the 
study of cultural history and contemporary social and economic 
trends, geographic and military facts—a training that can hel 
him face frankly, before he goes abroad, the nature of his role 
in speeding and influencing rapid social change. Area programs 
might also take on the task of organizing, for regular under- 
graduate and graduate students, a brief but intensive exposure 
in one country, as a practical introduction to cultural empathy. 

(c) Every professional school, and graduate program in the 
social sciences, should reflect in its curriculum the certainty that 
some of its students will practice their profession abroad. In 
every American prosieshanal and graduate school the next revision 
of the curriculum should give prominent place to that disturbin 
and useful question : “What is universal about the rules and stand- 
ards of our profession, and what is merely American practice?” 
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8. Foreign aid operations 


Among the most difficult responsibilities for our ambassadors is the 
direction of U.S. aid operations—economic, technical, defense-support- 
ing and military. Their size and technical nature requires a wide 
delegation of authority to subordinates. The people engaged in them 
are generally more numerous, less homogeneous in background, and in 
closer contact with the local administration and people than most of 
the embassy staff. U.S. operations involve very large sums of money, 
and may offer vast opportunities for corruption, patronage, or special 
advantage to solisient. or economic interests. They are inordinately 
subject to functional parochialism, with experts in different fields pro- 
moting the development of specialized facilities and services with little 
regard to budgetary or program balance or to political side-effects. 
And these activities are concentrated mainly in the emerging countries 
that are least able to cope with the resulting administrative problem. 

Moreover, a number of non-U.S. agencies have a position in this field 
of economic and technical aid—the World Bank, the several U.N. 
specialized agencies, the Colombo Plan and other regional organiza- 
tions, and the export credit institutions of a half-dozen other Western 
industrial countries, to say nothing of the Soviet bloc, In southeast 
Asia there may be nearly 20 autonomous agencies operating in any 
one country; in Latin America as many as 25 or more. The possi- 
bilities for duplication, inefficiency, and misdirection of effort are 
obvious—and have been extensively realized. Local governments, 
naturally, miss few opportunities to play one off against another. 

The sensible solution, of course, is a soundly conceived country pro- 
gram. As we have seen, the emerging nations on which our variegated 
aid programs are focused are not equipped to shape up or carry out 
such a program, and the United States, as a foreign government, is dis- 
qualified, as a rule, to do it for them. Thus, it is not only from the 
standpoint of policy that it makes sense to shift both the programing 
and administration of development assistance as fully as possible to 
international auspices; the case is equally strong on administrative 
grounds. From this point of view, such a transfer would— 

(a) permit more effective integration of American technicians 
and financial resources with those supplied from other like-minded 
countries (and thereby help to elicit greater contributions from 
these countries to the common effort) ; 

(6) join administrative control of most external assistance 
with the development programing function in which we would 
be jointly engaged ; 

( ec) reduce the number of U.S. Government personnel abroad 
(although Americans as individuals would soutien make up a 
large contingent of the multinational staff, as they do in the World 
Bank and the U.N. technical assistance programs) ; and 

(d) reduce the housekeeping functions of the embassy, leaving 
its staff freer to concentrate on its other responsibilities—includ- 
ing the task of keeping a sharp eye on the operation of multi- 
lateral aid programs in the country in which it is situated. 

Our embassy could not, of course, direct this international team, but 
it would certainly be in.a position to make its influence felt, as repre- 
senting the most important participant in the joint program. Its 
representations to the local government, in support of the multilateral 
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agency’s line on important policy issues, would carry independent 
weight, no longer pressing a purely American position. On the other 
hand, the embassy might well be glad to avoid having to take a stand 
on certain issues, and to let the international team discuss them with 
the local government. 

Military assistance could not, of course, be correspondingly multi- 
lateralized. Although the administration of this function may per- 
haps be shifted in some part of the regional treaty organizations, this 
could only be a gradual process, at best, outside the NATO area. Sim- 
ilarly the provision of defense support—the provision of economic re- 
sources to enable an ally to maintain larger armed forces than it could 
otherwise afford—must be weighed on essentially military grounds 
and administered on a bilateral (or very limited multilateral) basis. 

Finally, direct assistance to the “wards” of the United States 
(Korea, Paiwan, South Vietnam, etc.) and to some other countries 
of special political or security importance (e.g., Jordan) may have to 
continue for some time to come. In these countries, the resources we 
provide are essential to their survival; the extent of our commitment 
to them permits and requires more unilateral operations than would 
be prudent, or even tolerable, in most other countries. (The fact that 
they occupy this dependent status is an important reason why other 
nations, in a position to assert their independence, so strongly resist 
a comparable donor-client relationship.) We will expect to continue 
this kind of involvement in these countries; and routine assistance and 
guidance for development, through multilateral agencies, could be of 
only secondary importance. Even in these cases, however, it will 
often be useful to seek active international cooperation in the fields 
where it is appropriate to do so, in order to help ease political friction 
and prepare for orderly transition to a less dependent status. 

In these countries, where security considerations are overriding, 
military programs have a tendency to get out of hand. There is in- 
creasing recognition of the fact that our short-term military and eco- 
nomic objectives may contradict each other—that the added efficiency 
of the armed forces, gained through military assistance, may be more 
than offset by a consequent weakening of the political and economic 
foundations in some countries. This can be seen, in retrospect, to 
have been the case in such varied situations as Turkey and Laos. But 
the gains and losses can only be weighed intelligently country by 
country. 


C. THe WASHINGTON ORGANIZATION 


The time is long since past when we could rationally believe that 
U.S. foreign policy can be stuffed into a single agency of the Federal 
Government. Today, every department and virtually every inde- 
pendent executive agency—and most of the committees of the Senate 
and the House of Representatives, too—have both domestic and foreign 
functions. 

Attempts are periodically made by Congress to simplify matters 
and clarify lines of responsibility by putting into the Stats Depart- 
ment such foreign operations as information, technical assistance, and 
economic grants and loans. Then again, at intervals, these functions 
are made “independent” in an effort to raise their prestige and oper- 
ating efficiency. The economic operations have been broken out twice, 
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reabsorbed twice, and for a time were split between the Department 
and ECA/MSA. The information services have been through only one 
cycle. Now the trend seems to be toward reabsorption. 

Whether they are in or out, however, really makes little difference 
in their practical workings. At the moment ICA is inside the State 
Department and the USIA outside. But USIA is clearly subject to 
State’s policy directives and its fieldmen at most posts are treated as 
part of the embassy staff, while ICA’s field missions are frequently 

uite separate from the embassies and its Washington headquarters 
oan not even reveal, on its official stationery, that it is part of the 
Department of State. 

go long as this kind of relationship prevails, the main effects ot 
putting such operations under the Secretary of State are three, all 
negative: 

(a) Their subordinate status makes it harder for the Presi- 
dent to recruit leadership for them outside the career service. 
But the nature of these operations, especially those of ICA, makes 
it important to attract to them, at all levels, men of ability and en- 
thusiasm from outside the Government. 

(6) The direct supervision of these agencies, if it means any- 
thing at all, aggravates the Secretary’s administrative problems, 
which are already so onerous that the internal management of 
the State Department has been seriously neglected under recent 
Secretaries, both Democratic and Republican. 

(c) Even more serious is the danger that the Department’s es- 
sential function, of formulating policy and guiding our foreign 
relations, might atrophy. For the progressive involvement of 
policymakers in operations, their increasing identification with 
the operators tends to make them the prisoners of bureaucratic 
vested interests and inertia. The parallel experience of the Joint 
Chiefs of Staff may be instructive for the civilian side of the 
Government. 


1. Policy coordination 


In any ease, it is not ICA and USIA that present the real problems 
of policy coordination. The administrator of neither agency claims 
a voice in determining our general foreign policy objectives or the 
direction of our global strategy. The really vexing problems arise 
in relation to such matters as military, budgetary, monetary and tariff 
policy, and certain large “domestic” policies such as farm price sup- 
ports that impinge on foreign affairs. 

Clearly, only the authority of the President himself can reconcile 
the various conflicting claims and pressures—military and financial, 
industrial and agricultural, bureaucratic and private—that affect our 
relations and operations in various foreign countries. And only his 
authority can provide the necessary direction and support for our 
ambassadors abroad, who must coordinate negotiations and operations 
in which all these functions and interests play a part. It is equally 
clear, however, that the President must have some deputy , or principal 
staff officer, for this aspect of his responsibilities. 

At various times over the years Presidential staff assistants have 
tried to serve in this capacity. Colonel House under President Wil- 
son, Harry Hopkins under President Roosevelt, Averell Harriman 
under President Truman, C. D. Jackson and Nelson Rockefeller under 
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President Eisenhower have all served with greater or lesser effective- 
ness as foreign policy coordinators or special envoys, bypassing, and 
In some measure superseding, the Secretary of State. The value of 
such an assignment, when it is useful, results from special personal 
qualities of the man in question or personal intimacy and influence 
with the President. But, at best, such an assignment has had, and 
must have, serious drawbacks from the standpoint of orderly admin- 
istration and clear lines'of responsibility. It would be impossible and 
pe to institutionalize it. The office of “Deputy President for 

oreign Affairs” as part of the permanent establishment, divorced 
from the Department of “State, would be an administrative 
monstrosity. 

The inescapable conclusion from recent history is that the best 
deputy for ponecal coordination of foreign policy is the Secretary of 
State. Both Dean Acheson and John Foster Dulles performed effec- 
tively as the President’s principal staff officer on foreign policy mat- 
ters. The prestige of the office, the resources of the Department to 
inform, amplify, and support their views, and the keen intellect and 
strong personality of the incumbents enabled them to dominate the 
direction of policy and guide the thinking of their respective Presi- 
dents. Even on important “military” questions the Secretary of State 
called the tune. It was Mr. Acheson, not the then Seeretary of De- 
fense, whose advice carried the most weight in our response to the 
Korean invasion. In the formative years of the Eisenhower adminis- 
tration it was Mr. Dulles who expounded the strategy of “instant and 
massive retaliation.” Much of the criticism of these men, ostensibly 
on grounds of poor administration, was in reality directed at the poli- 
cies they represented. aoe 

A number of administrative implications of this concept—of the 
Secretary of State as the President’s principal staff officer for govern- 
mentwide coordination of foreign affairs—are clear: 

(a) He might well become Executive Vice Chairman of the 
National Security Council, a body that is greatly overrated as an 
instrument of strategic decisionmaking but constitutes a useful 
forum for frequent high-level discussion of foreign policy issues : 

(6) He should develop a strong professional staff of policy 

lanners, which would help him to give the NSC a longer range 
Ponte and make it a more effective agency of policy ; 

(c) He should retain under his administrative control, in the 
Department of State, the general foreign relations functions; 

(a) His role as the President’s deputy for anppenting am- 
bassadors in their role as executive coordinators of foreign opera- 
tions should be confirmed ; and ' 1. 

(e) He should be relieved insofar as possible of “line” responsi- 
bility—i.e., of direct administrative supervision—over operational 
functions. 


2. Policy planning 
The habitual perspective of the State Department is not a long- 
range one. As one very capable senior Foreign Service officer put it: 


Foreign policy is made by answering cables. A message comes in from the field 
that poses an issue; the responsible officer drafts a reply ; it collects initials from 
the other offices concerned and goes out over the Secretary’s name (although he is 
unlikely to see it). That’s our foreign policy for today; tomorrow it may be 
different ; and speculation about what it may be next year is a waste of time. 
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It is significant, perhaps, that virtually all the initial protagonists 
of the Marshall plan in 1947 were noneareer men, temporarily trans- 
ferred to the oe from defunct wartime agencies, whose pro- 
posals were coolly received at first by their colleagues in the career 
service. 

The policy planning staff was set up at the end of World War II 
with a view to providing a somewhat longer perspective for the policy 
decisions of permanent importance that were foreseen at that time. 
It has had only limited success. The intermittent ineffectiveness of 
the Planning Staff may be attributed partly to the speed of events, 
and partly also to inadequate definition of what the staff is supposed 
to do and how its “think pieces” might be put to effective use. The 
role of a policy planning staff is not to provide position papers set- 
ting out, for every conceivable emergency, the appropriate series of 
moves—like a chess-playing computer. Nor can it be expected to fore- 
cast accurately the ane of world affairs, and our position in relation 
to them, a decade or more ahead. What it can do, if properly staffed 
and directed, is— 

(a) Look ahead far enough to orient current decisions on some 
aspects of foreign policy, calling attention especially to the inter- 
relation of factors that cut across the Department’s geographic 
and functional divisions; 

(6) Analyze the implications of long-term forces, the ground 
swells of international relations, which may bear little relation 
to current issues but could significantly affect the underlying 
premises of our policy and the outlook of our policymakers; 

(c) Facilitate and guide the use of “slow-acting instruments” 


in foreign affairs, thus oe to some extent drastic responses 
? 


to emergencies too song sacs and helping to keep these slow- 
acting measures from being forgotten in the rush to react to the 
= drastic “crises” regularly generated by the Soviet Union; 
an 

(2d) Develop a cadre of trained policy thinkers who are avail- 
able to devise quick, accurate responses to emergencies when they 
do occur. The President and Secretary of State cannot hope to 
reach into the files for a “position paper” giving the answer to 
any given situation that may arise, but they should be able 
quickly to tap a pool of trained policy-thinking professionals and 
find a team that can produce a relevant and effective answer (or 
reasoned alternatives) in a hurry. 

The need for such a group implies another line of career develop- 
ment in an expanded Foreign Service, other than those leading to an 
executive ambassadorship or a diplomatic negotiator. in an inter- 
national body. Some Foreign Sanvies officers who possess both 
knowledge in depth and creative imagination will show a special flair 
for policy thinking in their earlier years, and should be retained for 
policy planning in Washington or major foreign embassies for a 
larger-than-average share of their duty tours. 

3. Management of current relations and operations 

It is obviously necessary for the State Department to have “country 
desks” to assist ambassadors and “organization desks” to assist our 
representatives to international organizations. These are the focal 
points for assembling information and briefing the Secretary and his 
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aides, and ultimately the President, on important developments in 
the country or organizational context with which they are concerned ; 
and also for transmitting instructions or guidance to the field on 
current U.S. positions and strategy. They can serve in addition as 
staff to the President (through the Secretary of State) in supporting 
and instructing our ambassadors in their job as coordinators of for- 
eign operations. But detailed coordination of field operations can 
only be effected in the field; the prevalent system of widespread low- 
level lateral clearance of detailed instructions to field agencies is not 
only wasteful but tends to oo a very low common denominator 
of ambiguous agreement. Any cable that can gather 12 or 15 sets of 
initials, from a similar number of working-level units in different 
agencies, is not likely to say anything very new or precise. 

The autonomous agencies charged with administering military, 
economic, and technical assistance should also curb their instinct to 
intervene in the day-to-day pens and operations of the field 
missions. The latter should have primary responsibility for prepar- 
ing coordinated proposals and justifications for country programs, 
and a large measure of discretion in carrying out these programs once 
they are approved. Decisions at the intermediate stage, however— 
where the respective country submissions are weighed inst each 
other, and in relation to our policy objectives and the available funds— 
must be made at headquarters. That is also the point where general 
policies and procedures governing the administration of aid will have 
to be defined, and where the State Department’s policy guidance 
should be exercised. The allocation criteria and administrative prin- 
ciples will differ, of course, for the three categories of (a) military 
assistance, () defense support and other forms of special economic 
aid, and (c) technical assistance, development loans, and related help 
to economic development. 

Military aid is properly a Defense Department responsibility and 
preferably should be included in the Defense budget. It should be 
allocated on the basis of mutual security commitments and considera- 
tions after a thorough review in the field of the political and economic 
impact of military aid in each country. The responsibility for han- 
dling the administration of defense support should presumably rest 
with ICA. Other economic assistance to countries having special se- 
curity or political importance to the United States hous provided 
at the President’s discretion, subject to congressional authorization, 
and likewise administered through ICA. 

Our efforts to promote general economic development in the free 
world call for a different approach. Associating economic develop- 
ment, in legislation and administration, with military aid and short- 
term political aims serves only to confuse and discredit its purpose 
and undermine its effectiveness. And no matter how we try to dis- 
guise it, this association seems inherent in the bilateral programing 
and financing of our assistance; hence the recommendation made 
earlier to place developmental programs under multilateral adminis- 
tration so far as possible. Until acceptable international machinery 
for such administration is established, however, the responsibility 
will continue to rest with ICA and the Development Loan Fund. They 
— be combined, because they are both essentially in the same 

usiness. 
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Even with maximum transfer to multilateral agencies, a U.S. oper- 
ating agency will still be needed to continue the vitally important 
function of administering U.S. aid to special areas, where our assist- 
ance is directly related to U.S. security interests—as it was, for ex- 
ample, in Greece and Turkey in 1947-48. Presumably, also, the rep- 
resentation of the U.S. Government’s interests in the multilateral de- 
velopment agency for keeping track of the international Authority’s 
operations, reviewing its policies and Programing criteria and assess- 
ing its effectiveness should be centered in ICA or a successor agency. 
4. Congressional review of foreign policy 

No special study was made of the congressional role in the adminis- 
tration of our foreign policy, but not because such a study was deemed 
unnecessary or undesirable. On the contrary, the way Congress func- 
tions is of central importance in determining whether American for- 
eign affairs are to be conducted with continuity and coherence, and if 
our foreign operations are to have adequate, responsible surveillance. 
But only Congress can study Congress with any hope of ensuing re- 
form. There is not, to be sure, any dearth of ideas about improving 
Congress, but the subtleties of jurisdiction, tradition, and deference 
within and between each House and committee set conditions to politi- 
cal and structural change which only Congress itself can negotiate. 

There is urgent need for a select jomt committee of Congress, 
broadly representative of party and committee leadership in both 
Houses, to make a careful study of the proper role and organization 
of Congress in the conduct of foreign affairs. Such a select committee 
could ask basic questions about the role of the legislative branch in a 
government charged with worldwide responsibilities during a period 
of explosive change; the role of partisanship, bipartisanship, and 
executive-legislative relations in the conduct of foreign affairs; the 
proper staffing of Congress’ own top political leadership; and the 
ability of the existing committee system to legislate, appropriate, in- 
vestigate, and educate with a proper sense of the public-interest obliga- 
tions of Congress as a whole and of the entire Government. The 
ability of Congress to assist constructively in the formulation of for- 
eign operations a ultimately upon its capacity for honest intro- 
spection and intelligent political and institutional self-improvement. 


* * * 


The preacher, the philosopher, and the poet have been agreed for 
centuries upon the proposition that human et are all members one 
of another. Every man is “involved in mankind.” But the condi- 
tions of the modern world, and especially the changes occurring in the 
last quarter century, have decreed that involvement now and in the 
future must be more than spiritual. This is a fact of contemporary 
history which is een arener oy the challenge of communism to the 
ways of freedom, but not caused by it. It is also a fact that commu- 
nism seeks to feed upon the misery of the miserable everywhere in the 
world. And it is, further, a fact that for most human beings the 
world is a miserable place. In some ways it has grown worse in recent 
years. And more people have become aware of their misery by the 
very contrast of their own lot with our unprecedented and still grow- 
ing prosperity. | 





UNITED STATES FOREIGN POLICY 67 


Thus wealthy peoples and nations are inevitably judged, and judged 
severely, by the estay of their involvement in the affairs of mankind, 
in the internal affairs of other nations. For the United States there is 
a special imperative: Our own “permanent revolution” has been and 
still is the chief of those forces for change which have sprung from 
the violent contrast between the ancient sense of misery and the vision 
of what might be. 

The inescapable question before Americans today is, therefore: 
What shall we do about these forces for change? Shall we view all 
such change as a threat to our own position, using our power to pre- 
serve as much as we can of the world in which we achieved our present 
position ? 

Or shall we try to comprehend the character of change as it is taking 
place and, where possible, before it takes place—sifting out those kinds 
of social transition we wish to support, helping to guide expectations 
away from the illusory and onto the realistic paths, and backing our 
judgment with our strength ? 
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APPENDIXES 


APPENDIX A 
ADDITIONAL Factors AFFECTING RESOURCES IN THE TRANSFER OF CAPITAL 


A. THE LOSS OF GOLD 


During 1958 U.S. gold stocks were reduced by 214 billions of dollars, and the 
new trend has continued into 1959 with a further reduction of more than $1 
billion by the end of August. The widespread publicity given to this gold loss 
has led to assertions that the Government no longer need provide dollar capital 
transfers to other countries. Foreign countries, so this line of reasoning goes, 
are now receiving more dollars than they need; instead of buying U.S. products 
with these extra dollars, they are taking gold. The dollar gap has been re- 
placed by a dollar surplus in foreign hands, a surplus large enough to threaten 
the stability of the dollar itself. Under these circumstances, it is urged, the 
U.S. Government should reduce its export of capital; an increase is of course 
unthinkable. 

Analysis of the timing and ownership of foreign gold purchases shows that 
this position is quite untenable. Since the end of World War II, the monetary 
resources of most of the countries in the free world have been far too scanty 
to support the existing structure of world trade. Efforts to increase produc- 
tion and trade have been consistently hampered by credit and convertibility 
restrictions, stemming largely from shortages in foreign exchange and gold re- 
serves. The recently approved increase of subscriptions to the International 
Monetary Fund is only one of the many costly efforts made by the United States 
to provide a more adequate base for free world finance. 

In 1958, the gold and short-term dollar holdings of foreign countries in the 
free world and of international institutions increased by $4 billion, of which 
continental Western Europe, the United Kingdom, and Japan accounted for more 
than 95 percent. The underdeveloped countries actually reduced their gold and 
dollar reserves during the same year. 

The increase in monetary reserves of the industrial countries is a result that 
the U.S. and foreign Governments have been striving for ever since 
the end of World War II. It is the culminating achievement of the Marshall 
plan, a tribute to the efforts to expand production in Europe and Japan during 
the past decade; a mark of success in these countries’ twin struggle against do- 
mestie inflation and for increased exports. As for the United States, its gold 
stocks still exceed $20 billion, which is about the level attained at the end of the 
war. When compared with the volume of its international trade, there can be 
little doubt as to the adequacy of these reserves. By itself, therefore, the loss 
of gold should have little or no effect on U.S. monetary or fiscal policy. 

With the buildup of gold and dollar reserves abroad, many foreign countries 
are now provided with a means for the expansion of their trade, particularly 
with the dollar area. There is therefore no reason why these countries should 
continue restrictions against the importation of dollar goods and services; the 
United States can now quite properly insist on the elimination of such restric- 
tions. Progress toward complete currency convertibility and a steady reduction 
of quota and other trade barriers should be consequences of the improvement 
in the level of reserves. 

The slowdown of gold losses that has occurred thus far in 1959 confirms the 
conclusion that the countries of Western Europe feel their reserves have 
attained a more satisfactory level. Of the $1 billion gold loss in 1959 by the 

_end of August, more than one-third represents a payment to the International 
Monetary Fund. Once again in 1959, Western Europe and Japan have been 
increasing their reserve and so have the international agencies, while the under- 
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developed countries made practically no progress in adding to their hard cur- 
rency margins. The gold loss of the United States does not at all demonstrate 
that the underdeveloped countries need less external capital, nor that the United 
States is less capable of supplying added resources for this purpose. What it 
does indicate is that the Buropeans and Japanese are in a better position than 
at any time since the war to reduce bars to dollar trade and step up their capital 
exports to the less-developed areas of the free world. 


B. THE BURDEN AND OPPORTUNITY OF FARM SURPLUSES 


If the United States should undertake a major increase in the provision of 
capital to the less-developed areas, along the lines of the proposal suggested in 
chapter II, these added resources will in one way or another be collected by 
the U.S, Governnment from the American people at large. Increased taxes are 
always unpleasant to contemplate, and there is usually no way of avoiding the 
fact that to assemble the resources for overseas transfer will require increased 
U.S. taxes in some form. But the form is quite important, and in this field 
one of the best forms for this transfer is that of surplus agricultural 
commodities. 

Agricultural surpluses may have become a more or less permanent problem 
for the U.S. economy. Wheat, at present the most intractable of the surpluses, 
seems to defy any solution thus far advanced for a reduction in its harvest. 
The basic reason for the surplus is the astonishing increase in productivity on 
U.S. farms, with a greater increase in productivity since 1940 than in the pre- 
vious 120 years. And there seems no good reason to believe that the rate of 
increase in productivity will decline during the next decade. 

The prime methods of overseas disposal, sale for local currency under Public 
Law 480 and procurement under the Mutual Security Act, are not sufficient at 
present rates to reduce the large stores of commodities already available. The 
modifications of the farm price-support program that have thus far been pro- 
posed do not appear to be sufficiently broad to “solve” this problem, nor is 
any other mild tinkering with present schemes likely to produce more effective 
results. Eventually, the rising population in the United States and the world 
may cause agricultural surpluses to disappear, but this is at most a long-term 
factor, something for the 1970’s rather than the 1960’s; moreover, it is offset in 
part by continuing increases in productivity and the opening of new lands for 
irrigation and production. 

A partial answer, one that should be more thoroughly explored than it has 
been to date, might be the substitution of massive production contracts for 
the existing methods of sale of surplus commodities. Under this plan, the 
United States could enter into agreements, stretching over 5 to 10 years, to 
provide large quantities of specific agricultural commodities at either fixed 
prices or priced at world market prices. These would represent expanded 
markets; although they would be financed by U.S. Government funds, the com- 
modities could move in regular commercial channels and not necessarily as 
government-to-government shipments. 

As an example, the U.S. Government could enter into a contract to supply 
India annually for the next 5 years with a substantial quantity of wheat, 
and with decreasing quantities annually during a second 5-year period. From 
the viewpoint of the United States this would represent a fixed market for 
wheat which could use private as well as Government channels for export. The 
U.S. wheat farmers would consider this part of the market demand, and the 
domestic price of wheat would adjust to this enlarged demand. A broad pro- 
gram of this type could be sufficient to remove most of the current additions 
to surplus, and probably the accumulated surplus as well. The declining quan- 
tities committed during the 10-year span would permit the domestic market 
price to adjust to a period when the demand would no longer be enlarged by 
these Government contracts, or at least by reduced Government contracts. 
Over 10 years, domestic production capacities might be gradually required to 
adjust to the total elimination of such Government contracts. Demand will 
go up anyway, both at home and abroad, as a result of rising po tions and 
increased standards of living. The amounts contracted for, and the rate of 
their diminution, would be projected on the basis of projections in increased 
demand and the ability of American farmers to adjust to market prices. 

To the recipients of these surplus commodities, a contract to supply fixed 
quantities over a long period of time will permit them to devote their limited 
resources to the most productive projects, rather than emphasize food produc- 
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tion almost regardless of cost. The more efficient use of domestic and foreign 
eapital should be reflected in increasing standards of living and higher 
production capacity, and aiso a higher demand for the surplus agricultural com- 
modities. In other words, massive amounts of additional surplus agricultural 
commodities can, if properly planned, represent increased real resources for 
eapital formation, rather than just increased consumption, necessary and de- 
sirable as that may be. 

For other countries exporting these same agricultural commodities, the fixed, 
long-term contracts for the disposal of U.S. commodities may resemble export 
dumping of these commodities. Yet once fixed, these contracts would become 
part of a stabilized marketing picture that should not interfere too drastically 
with the usual marketings of these countries. Some of these countries might 
even be induced to join in a series of contracts, as part of joint efforts to make 
more resources available to the underdeveloped countries of the free world. 


C. THE LOCAL CURRENCY PROBLEM 


Massive participation, through the provision of capital, in the economic 
growth of the free world will increase rather than diminish our national con- 
cern with internal political and economic trends in each of the emergent coun- 
tries. Even if we operate, as recommended above, to the maximum extent 
through international agencies, we will still be drawn in to some extent 
when decisions are being made in each country about the allocation of its own 
resources. One factor alone would guarantee U.S. participation in the most 
intimate governmental decisions in dozens of foreign countries; the rapid piling 
up of foreign currencies in U.S. Government hands as a consequence of the sale 
for local currencies of surplus farm products and our increasing willingness to 
accept local currencies in,repayment of “soft” loans. 

The attraction of these national currencies, from the U.S. point of view, con- 
sists in the relative painlessness of their acquisition. Using these national 
currencies for necessary investment seems to be an extra return, a “double 
value” received for appearing able to spend the money twice. As_ the State 
Department and the ICA must often explain, these funds do not represent addi- 
tional real resources to the foreign country. They .cannot be used to import 
goods. On the contrary, they represent claims on the goods and Services within 
the country, exactly the same kind of claims that the government. receives when 
it borrows from its own central bank. The expenditure of these funds is just 
as inflationary as any other government expenditure within the country for 
similar products. If the funds are used to purchase goods for export, they 
reduce the real supply of products within the country. If spent on goods and 
services that would normally be paid for by U.S. dollars, they deprive the 
country of an equivalent amount of economic. resources that could have been 
imported. In short, it is quite correct to point out that the accumulation by 
the U.S. of a country’s currency cannot add real resources to that country. 

Yet the expenditure of these funds may and often does add to the resources 
devoted by underdeveloped countries to their own capital formation. The United 
States can use these funds to persuade the underdeveloped countries to limit 
other expenditures or to shift funds from nonproductive to productive invest- 
ment. Where the national currencies owned by the United States merely re- 
place the country’s financing the same capital expenditures, the U.S. funds obvi- 
ously have no particular effect. Where the funds represent added expenditures 
on capital, they represent an internal transfer of resources, and their useful- 
ness depends on the degree to which they may be inflationary and how much 
consumption may be sacrificed through this inflation. 

In sum, these local currencies may be applied to useful and important activi- 
ties, including educational exchange; they can if carefully managed add some- 
what to the internal resources devoted to capital formation; but their expendi- 
ture does not mean that the yawning gap in capital requirements for the under- 
developed areas is being magically filled. What they will buy is participation 
in the crucial decisions each national government must make about how it wili 
collect and use for economic development a part of the national resources it 
controls. Local currency accounts may or may not buy us more develpment; 
they will almost certainly buy us deeper involvement. 

The imbalance in the U.S. foreign payments accounts which is reflected in the 
loss of gold and the increase in short term dollar holdings abroad, has already 
resulted in somewhat hysterical cries for “do something to save the dollar.” 
Pleas for added tariff protection for reduced foreign-aid programs and for new 
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import quotas and limitations are being advanced with renewed vigor by the same 
people or groups who have felt for years that import restrictions and reduced 
foreign aid are desirable. There are now increasing signs of a new policy to “tie 
loans” made by the Development Loan Fund and possibly by the ICA to purchases 
in the United States. 

A policy of additional “tied loans” represents a significant retreat from the 
established U.S. policy of encouraging world trade. The basic remedy for the 
imbalance in U.S. foreign payments, a remedy that implies economic growth and 
improved international relations, is an increase in U.S. exports resulting from 
improved business conditions and lessened trade restrictions. More vigorous 
action on the part of U.S. producers and traders to lower prices and make Ameri- 
can products more attractive must be joined ‘with reduction or elimination of the 
many remaining barriers to U.S. exports, particularly in Western Puropean coun- 
tries. The United States is in a poor position to push for a reduction in trade 
barriers and an expansion in world trade while’we take highly publicized steps in 
the opposite direction. The slight gains in exports from a “tied loan” or a “buy 
American” policy are poor compensation indeed for the loss in prestige that the 
United States incurs as a leader in the movement to improve world trade. 


ApPEeNDIx B 
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Maxwell Graduate School of Citizenship and Public Affairs, 
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Submission date: Oct. 16, 1959 


Purpose.—This study will be a broad analysis of the basic aims of U.S. foreign 
policy viewed both historically and as a projection. It will be an overall study, 
integrating country and regional policies and examining the total situation of 
U.S. policy in terms of factors set forth in the outline. The overall study will 
be aimed at improving our ability to evaluate the adequacy, effectiveness, and 
efficiency of U.S. foreign policy. 

I. Summary of findings. 
II. Conclusions and recommendatiens. 

III. Main body of report. 

A. U.S. foreign policy and the rapid and continuous changes throughout 
the world. 

1. U.S. programs will be scrutinized not only for their impact on the 
present governments of the countries in which they are carried 
on, but also for their effect on potential “next governments.” 

(a) The direction of the rapid and continuous changes taking place 
in the world around us and the extent to which these changes 
are accelerated by scientific discovery, industrial achievement, 
and political awareness by masses of previously dormant popu- 
lations. 

(6) The extent to which our foreign policy reflects an assumption of 
these changes in relation to our capacities and objectives. 

B. Examination of accepted formulations of U.S. aims and objectives and 
the tools for an analysis of program operations and results. 

1. An effort will be made to translate accepted policies into instrumental 
aims and institutional objectives that can be related to specific 
operating policies of such agencies as ICA and USIS. 

(a) The extent to which we are operationally and effectively in touch 
with all elements of real power in each country or region. 

C. An analysis of the principle of noninterference in the internal affairs of 
other nations. 

1. The extent to which our wide variety of programs, projects, business 
deals, military aid, technical assistance, financial arrangements, etc., 
affect the “domestic” affairs of other countries. 

(a) How can our foreign policy be geared to the reality of this 
involvement? 

(6b) How can we develop a realistic evaluation of the success or 
failure of U.S, immersion in other nations’ internal changes? 
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D. An analysis of the character, intentions, capabilities, and tactics of the 
Soviet Union. 


1. Our foreign policy response to a shifting Soviet initiative. 
BE. Administration of U.S. foreign policy. 
1. An examination of the objectives of U.S. foreign policy in terms of 
the operating programs that have been developed to achieve them. 
(a) What is the effect on our institutional objectives of the prolifera- 
tion of agencies in international relations? 
(6b) What kinds of administrative changes might be both useful and 
feasible? 
2. What policies and administrative arrangements can best assure the 


selection, training, and continuity of first-rate Americans in U.S. 
operations overseas? 
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